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ILL MUTUAL POLICY- 
HOLDERS SAVE WITH- 
OUT SACRIFICE...... 


ILL MUTUALS 





ARE GENERAL FIRE INSURANCE CARRIERS 





Millers Mutual Fire Insurance Co. ...............0000% Harrisburg, Pa. 
Millers Mutual Fire Insurance Co................... Fort Worth, Texas 
Pennsylvania Millers Mutual Fire Ins. Co............. Wilkes-Barre, Pa. 
Millers Mutual Fire Insurance Association.................. Alton, Ill. 
Grain Dealers National Mutual Fire Ins. Co........... Indianapolis, Ind. 
Western Millers Mutual Fire Insurance Co............. Kansas City, Mo. 
National Retailers Mutual Insurance Co.................. Chicago, Il. 
Michigan Millers Mutual Fire Insurance Co............. Lansing, Mich. 
Mill Owners Mutual Fire Insurance Co................. Des Moines, Ia. 


MILL MUTUAL FIRE PREVENTION BUREAU 
400 W. Madison St., Chicago, Ill. 


A Service organization maintained by the Mill Mutuals. 
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LUMBER MUTUALS 
* 


CENTRAL MANUFACTURERS’ MUTUAL INSURANCE CO. 
OF VAN WERT 








INDIANA LUMBERMENS MUTUAL INSURANCE COMPANY 
OF INDIANAPOLIS 


LUMBER MUTUAL FIRE INSURANCE COMPANY 
OF BOSTON 


LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF MANSFIELD 


NORTHWESTERN MUTUAL FIRE ASSOCIATION 
OF SEATTLE 


PENNSYLVANIA LUMBERMENS MUTUAL FIRE INSURANCE CO. 
OF PHILADELPHIA 


|NATIONWIDE INSURANCE 
GwtC€ 


Gale & Stone, Boston—Mutual Insurance Bureau, Philadelphia—Lumbermens Mutual Insurance 





Agency, Inc., Mansfield, Ohio, Pittsburgh, Penna.—Lumbermens & Manufacturers Mutuals, Inc., 
James S. Kemper, Mgr., Chicago, Milwaukee, Minneapolis, Omaha — Associated Mutuals, Inc., 
Atlanta, Ga. — Lumber Mutual Agency, Indianapolis, Memphis, Dallas, Kansas City — The 


Martin General Agency, Seattle, Denver, San Francisco, Los Angeles, Portland, Spokane. 






























































J. ROTH CRABBE 


Superintendent of Insurance 


STATE OF OHIO 


HEN J. Roth Crabbe was appointed Superintendent of Insurance for the State of 

Ohio, Governor John W. Bricker did not have to go far afield to find a capable 
replacement to fill the post vacated by John A. Lloyd. The new appointee, since 1939 
had served as deputy superintendent of insurance, and thus knew first-hand the various 
details in administering the affairs of the office. Prior to joining the insurance depart- 
nent Mr. Crabbe was an assistant attorney general of Ohio 
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QUESTIONS 


CONCERNING WAR DAMAGE INSURANCE 


HE War Damage Corporation, 

which has collected many mil- 

lions of dollars in premiums 
over the past year for insurance con- 
tracts protecting the nation’s resi- 
dents against property losses due to 
enemy action and _ kindred perils, 
shows to date little sign that it in- 
tends to yield to pressure for a cer- 
tain suggested change in its policy. 
The suggestion has been made that 
after the war there be refunded to 
policyholders such portion of their 
premiums as have not been used for 
the payment of losses and expenses 
and for the setting up of necessary 
reserves. The change was urged some 
weeks ago by James S. Kemper, Chi- 
cago mutual insurance executive, and 
it is noted that legislation designed to 
accomplish this end has been intro- 
duced in the Congress. 


The desire upon the part of many 
insurance men—presumably a reflec- 
tion of the expressed sentiments of 
numerous policyholders—for such a 
change stems from the fear that it 
will be difficult to convince many in- 
sureds to renew their War Damage 
Corporation policies for another year. 
The date for the first renewals is now 
not far in the future, and since losses 
have been virtually non-existent, it 
is felt that many will not feel that 
the coverage is worth the money un- 
der the present military situation. 


The position of the War Damage 
Corporation on this point was ex- 
pressed in a recent Washington ad- 
dress by James W. Close, general 
counsel of the organization, who 
said : 


“Some organizations have intimated 
to their membership, which has in 
turn made representations to this cor- 
poration, that it was their understand- 


ing that should the first year’s oper- 
ations prove to be favorable, our pre- 
mium rates would be abated or re- 
duced. That so-called understanding 
is without basis in fact. The rate 
charged for our insurance protection 
is, in our Opinion, reasonable, and we 
feel that with the rather high con- 
centration of potential liability and 
the over-all liability, the logic and 
wisdom of charging the same premi- 
um rate for the renewal of outstand- 
ing war damage policies will be im- 
inediately apparent to the vast 
majority of our policyholders. 


“One criticism that has been di- 
rected at our present announcement 
was conceived in the best of good 
faith by certain of the participants 
in War Damage Corporation’s under- 
taking and was, I am sure, born of an 
honest desire to facilitate the mer- 
chandising of our product. All of our 
fiduciary agents, without exception, 
realize and appreciate their responsi- 
bility to reach the general public and 
advise them of the availability of this 
protection. The effectiveness of the 
job they have done and are doing is 
measured by the results produced. 
Some fear has been expressed that 
unless this corporation undertakes to 
return to the policyholders the un- 
used portion of its premium collec- 
tions at the end of the war, the 
general public would be reluctant to 
renew their outstanding war damage 
policies at the going rate. 


“The question of returning the un- 
used portion of our premium collec- 
tions at the end of the war was con- 
sidered at the time the War Damage 
Corporation program was formulated 
and, of course, given consideration 
most recently in connection with our 
renewal policy. It has been decided 
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that such a course is inadvisable. This 
fact is readily apparent when you 
realize that by number the majority 
of the War Damage Corporation pol- 
icies are written to cover dwellings 
and their contents, and that the aver- 
age value of dwellings nation-wide, 
is under $4,000. Although an exact 
record of the number of policies cov- 
ering dwellings is not available, I 
would guess that the majority of our 
policies have developed a premium 
between $3.00 and $5.00, and have 
netted the corporation approximately 
$1.50. With approximately 5,000,000 
policies outstanding, the expense in- 
volved in undertaking to return the 
unused portion of the premium is 
prohibitive.” 


A very similar reply to this ques- 
tion was received recently by the 
JoURNAL OF AMERICAN INSURANCE 
from Mr. Close, in response to a let- 
ter written to the War Damage Cor- 
poration, which raised several points 
in connection with the Corporation’s 
operations to date. He did not com- 
ment in his letter upon the question 
of whether the return of unused pre- 
miums to policyholders might be com- 
plicated by the arrangement between 
the War Damage Corporation and 
the major fire insurance companies 
which serve as fiduciary agents. Un- 
der this agreement, these companies 
are to receive a portion of any profits 
shown on the war damage insurance 
operations, and are to share in a por- 
tion of any losses. 


The question of whether the War 
Damage Corporation is using premi- 
um funds collected from policyhold- 
ers for the payment of uninsured 
losses due to enemy action remains 
unanswered. In response to a direct 
inquiry on this matter, made by this 
publication, Mr. Close gave the fol- 
lowing guarded reply: 


“The Corporation has heretofore 
advised all persons making inquiry 
that funds representing premium col- 
lections upon policies effective July 
i, 1942, and subsequent, are not used 
for the payment of losses occurring 
‘etween December 7, 1941, and July 
1, 1942.” 


It would seem clear enough from 
this that premium funds have not 
been used for uninsured losses sus- 
tained in the first seven months fol- 
lowing the Pearl Harbor attack. That 
the War Damage Corporation may be 
using these premium funds to pay un- 
insured losses sustained since July 1, 
1942, would seem to be a fair infer- 
ence from the statement of the War 
Damage Corporation’s general coun- 
sel, 
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INSURANCE ADVERTISING 
IN NEW AND USEFUL ROLE 


T is not often that the name of an 
individual insurance company re- 
ceives mention in these pages, but 
since everyone who can read doubtless 
already has noted the striking appeal 
of a recent Liberty Mutual Insurance 
Company advertisement in support of 
the Red Cross “blood bank” cam- 
paign it cannot do much harm this 
once. In appreciation Dr. G. Canby 
Robinson, national director blood do- 
nor service for the Red Cross, re- 
cently wrote president S. Bruce Black 
of the insurance carrier as follows: 
“On behalf of the American Red Cross 
I wish to express our appreciation for the 
series of advertisements published last 
month by the Liberty Mutual Insurance 
Company in behalf of the Red Cross blood 
donor project, and for the posters which 
were so kindly furnished for the Centers. 
“The Liberty Mutual project is one of 
the outstanding examples of cooperation 
on the part of a private concern since the 
inception of the blood donor program, and 
the Red Cross deeply appreciates your co- 
operation and your interest in this vital 
Army-Navy project. 


“Although it is difficult to trace the di- 
rect results of promotion of this nature, the 
Centers were deeply appreciative of the 
advertisements and the posters and it is 
interesting to note that our total weekly 
donations increased materially during 
March. There can be no question that your 
activities played an important part in call- 
ing this work to the attention of the pub- 
lic, and I hope you will express our appre- 
ciation to your representatives and to all 
concerned.” 


It seems to us that not much can 
be added to that except a period. 


A REALISTIC PROGRAM 
OF ACCIDENT CONTROL 


LTHOUGH he may never have 
had any unpleasant personal ex- 
periences with them, the average mo- 
torist probably carries a mental pic- 
ture of the traffic policeman painted 
in the colors which have been 
employed by a whole generation of 
cartoonists. He thinks of him as a 
red-faced blusterer, whose sarcasm 
is as heavy as his feet are large. His 
idea of something would be to listen 
to a traffic officer telling an Army 
sergeant that the general’s car cannot 
be parked there, and vice versa. 

The traffic officer, however, has 
been making steady progress in un- 
derstanding the fine points of a diffi- 
cult job in recent years. One reason 
is the Northwestern University Traf- 
fic Institute, which has been putting 





selected policemen through an inten- 
sive course of training since 1936, 
and which has seen its graduates re- 
turn to their home communities to 
apply the most modern and scientific 
techniques to the solution of local 
traffic problems. Fellowships to the 
Institute are provided to outstanding 
police officers by the Kemper Foun- 
dation and by the Automotive Safety 
Foundation. 


In the 1943 autumn course, appli- 
cations for which closed June 1, war 
conditions will force a change in em- 
phasis. In the past accident preven- 
tion was the field in which instruc- 
tion was concentrated. Now it must 
be traffic flow facilitation, conser- 
vation of human lives, man hours, 
motor vehicles and tires, and control 
of traffic during emergencies. And, of 
course, just a little whistle blowing. 


NOTE ON ALIEN INSUR- 
ANCE IN THE UNITED STATES 


OR quite a long time it has been 

the custom of this publication to 
keep an eye upon the doings of the 
United States branches of alien fire 
insurance companies, and upon those 
of the United States subsidiaries 
which they control. No very harsh 
words have been printed about them, 
except upon one rather amazing oc- 
casion, when it was found that British 
and Japanese insurance carriers were 
helping finance a smear campaign 
which questioned the Americanism of 
mutual insurance. The feeling has 
been that if these companies could 
operate in competition with Ameri- 
can companies their competition was 
welcome. 

An annual practice has been to 
print in these pages a compilation of 
general statistics upon certain aspects 
of the previous year’s United States 
financial operations of such insurers. 
Enough interest in these studies has 
developed that another will be pub- 
lished as soon as the necessary infor- 
mation on 1942 business becomes 
available from the standard sources. 
A few preliminary highlights, how- 
ever, seem in order here. 

On the early information, the alien 
fire insurance companies did not do 
as well in 1942 as in 1941, in that 
net remittances to their foreign home 
offices available amounted to only 
$1,837,899 as against $9,571,420 in 
1941. The alien casualty companies 
did better, having $4,035,030 avail- 
able for net remittances to their for- 
eign home offices as against $3,939,- 
168 in 1941. The result in the case 


of the fire companies was due to the 

















fact that the foreign home offices re- 
mitted some $5,600,000 to their Amer- 
ican branch offices during the year. 


Dividends paid by alien-controlled 
fire insurance and casualty insurance 
companies showed a rather decided 
drop in 1942. They totalled $6,717,- 
497 as against $8,344,497 in 1941. 


During the last two years the ques- 
tion of how much has been set aside 
for remittance to alien home offices, 
and how much has been paid in divi- 
dends by alien-controlled insurance 
carriers, has been a somewhat aca- 
demic one. The reason is that in July, 
1941, a U. S. loan of $425,000,000 
to the United Kingdom of Great 
Britain and Northern Ireland was 
approved. Collateral posted with the 
Reconstruction Finance Corporation 
to cover this loan included the capital 
stock of 41 British-owned United 
States insurance companies, and it is 
our understanding that all dividends 
paid on these securities is turned over 
to the R. F. C. for application on the 
loan. The same is true of the profits 
of the United States branches of 41 
British insurance carriers. Since most 
of the alien insurers doing business 
in this country are British, not very 
much in insurance profits is being 
sent overseas nowadays. 


The Reconstruction Finance Cor- 
poration is doing a good job of col- 
lection on the loan, too, according to 
the story heard in Washington. To 
date the collateral has yielded $68,- 
528,819. Of this $1,591,867 repre- 
sents funds realized on the sale of 
collateral, and $66, 936,951 represents 
income on collateral. The United 
States branches of British fire insur- 
ance and casualty insurance compa- 
nies have paid $19,108,961 of this 


amount. 


INSURANCE: A BUSINESS 
OR AN EXCLUSIVE CLUB? 


AJOW that the stock insurance 

agents have discovered public 
relations and have taken it up as en- 
thusiastically as though it were a new 
policy form carrying a 50% commis- 
sion, some kindly individual inter- 
ested in their collective welfare 
should take them off into a corner 
and tell them plainly that the funds 
they are collecting for a public rela- 
tions campaign will be wasted unless 
there is an accompanying change of 
attitude on their part. 

This observation is inspired by the 
rebuke which the Virginia State Cor- 
poration Commission adminstered 
the other day to the Virginia Associa- 








tion of Insurance Agents, an organi- 
zation composed of stock insurance 
producers ; it held that an automobile 
dealer can be licensed as an insur- 
ance agent. If the agents’ case against 
the automobile dealers had any merit, 
it probably was overshadowed by the 
impression gained by the public that 
the stock insurance agents’ organiza- 
tions are always fighting tooth and 
nail to keep others from establishing 
themselves in the insurance agency 
business. From the type of high- 
pressure legislation fostered in re- 
cent legislative sessions by _ stock 
agency organizations it appears that 
those who now are members of the 
select circle desire to cut up between 
themselves all of the available insur- 
ance business, and that no new mem- 
bers should be admitted to the club 
unless they meet conditions in the 
way of educational qualifications and 
other requirements so stiff that they 
could not be met by most of those 
already in the business. 


Obviously automobile dealers act- 
ing as automobile insurance agents 
would be expected to influence the 
placement of the insurance as an in- 
cident to the handling of the sales of 
automobiles on the instalment plan. 
Granted that coercion of insurance 
premiums should be fought vigor- 
ously wherever it is attempted, the 
stock insurance business—including 
its agents—is not in a position to 
approach this question with clean 
hands because stock insurance com- 
panies and their agents are guilty of 
this very practice. 


It would take plenty of public re- 
lations activity to make any program 
stick that is designed to keep others 
out of the insurance agency business. 
Perhaps it will be necessary for the 
agents to take a consistent position 
and throw out all of the bankers, 
lawyers, real estate men, politicians 
and others who probably make up a 
large percentage of the rosters of 
agents’ associations. Then, too, it 
might be a good idea to bar insurance 
agents from all other lines of busi- 
ness—if the calling is to become 
sacrosanct. 


TO ANTI-TRUST DIVISION: 
TRADE RESTRAINT MEMO 


NYONE who has been follow- 
ing developments in the case 
for violation of Federal anti-trust 
statutes which the United States De- 
partment of Justice is trying to make 
at Atlanta against the South Eastern 
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Underwriters Association doubtless 
has noted that, to date, attorneys for 
both sides have devoted themselves 
almost exclusively to arguing the ma- 
jor question of whether fire insur- 
ance is commerce. Obviously it is a 
point which is all-important at this 
stage of the proceedings. But not 
until material a bit more lively is in- 
jected will widespread interest de- 
velop in what is going on before the 
United States District Court in 
Georgia. 


An example of the type of thing 
to which reference is made has come 
to light very recently in Pittsburgh, 
Pa., considered something of a 
stronghold of stock insurance. A 
large mutual casualty insurance com- 
pany found it necessary to expand its 
Pittsburgh branch office, and so ex- 
ecuted a lease for space in a leading 
office building in which a number of 
stock insurance interests also had of- 
fices. Representatives of five or six 
of these companies, accompanied by 
a committee of stock insurance agents 
who were also tenants, waited upon 
the manager of the building with ob- 
jections to the mutual company’s be- 
ing permitted to lease space. It was 
implied that they would move out in 
a body if the mutual company mayed 
in, the desire to avoid competition 
being given as the reason. 


Since one of the companies is un- 
derstood to maintain a_ million- 
dollar balance in the bank which is 
another tenant, the building manager 
hecame alarmed and virtually pleaded 
with the mutual casualty company 
not to hold him to the lease. He 
stated that it was an entirely new ex- 
perience for him to secure a reput- 
able tenant, and then to have to ask 
the tenant to withdraw an executed 
lease, but admitted that the pressure 
upon him was so great that he would 
consider it a great favor were the 
mutual company to tear up its lease 
and to present him with a bill for any 
expense to which it had been put. 


Should the anti-trust division seek 
an indictment in Pennsylvania it can 
secure the facts, names, and dates 
from this publication for the asking. 
But probably there have been inci- 
dents equally amazing in South East- 
ern Underwriters Association terri- 
tory. Probably the Federal investiga- 
tors, with their customary thorough- 
ness, have dug them up. When they 
are introduced at the trial it should 
be highly educational to listen to the 
legal reasoning by which it is at- 
tempted to justify them. 
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The Fire Insurance Anti-Trust Cases 


The Fundamental Question of Whether Insurance Is Commerce 


Seems Once More 


S large and presumably prosper- 
ous corporate enterprises whose 
technical operations are cloaked 

in mystery, and which have extensive 
dealings with individual members of 
the public in times of stress or mis- 
fortune, it is not surprising that in- 
surance companies frequently are the 
At times such at- 
tacks come from policyholders who 
believe their rates are too high or that 
they have not received fair treatment 
in the handling of a loss. At times 
they come from political sources, for 
political purposes. Sometimes the at 
tacks are made by the law enforce- 
ment agencies, in the belief that there 
been insurance company trans- 
gression of the statutes. 


objects of attack. 


has 


The reactions of insurance compa 
ny spokesmen to attacks upon the in 
stitution of insurance vary, naturally, 
with the identity of the spokesman 
and the identities of the attackers. 
When it is charged that rates are too 
high a favorite stratagem in 
quarters has been to attempt to con 
fuse the issue by taking refuge in 
technicalities. \When the assaults are 
political insurance executives 
have considered it effective tactics to 
issue platitudes about the subversive 
elements who are attempting to un 
dermine free enterprise, as personi 
fied by insurance. When the attacks 
are upon legal grounds the obvious 
method of 


some 


Mahy 


defense has been to call 
into action batteries of able lawvers. 


Serious fundamental attacks upon 
insurance on the legal front have not 
heen common, and probably insurance 
companies have been more successful 
in this field of defense than in any 
other. A number of executives of 
stock fire insurance companies had 
uncomfortable 
years ago, when they found out that 
they had contributed to a substantial 
jackpot used by one of their repre- 


some weeks afew 


sentatives as a bribe to secure ap- 
proval of a rate compromise in Mis- 
souri. Nothing much came of that, 
however, except that the stock fire 
insurance companies were forced to 
return to their policyholders the ex- 
cessive premiums which they had col 
lected in the course of the rate con 
troversy. That is nothing much came 
of it directly 





On Its Way to the U.S. Supreme Court 


THURMAN W. ARNOLD 


But the incident has had indirect 
consequences of a very far-reaching 
nature. It has led to the indictment 
at Atlanta of the South Eastern Un- 
cerwriters Association, certain of its 
officers and employees, and a major- 
ity of the leading stock fire insurance 
companies upon charges of violation 
of the Federal anti-trust statutes. It 
has led to further anti-trust investi- 
gations by the United States Depart- 
ment of Justice in other jurisdictions, 
notably New York. It has led to an 
attempt to oust numerous stock fire 
insurance companies from Missouri. 
And, probably most important, it has 
led to a reopening of the basic ques- 
tion of whether insurance is com- 
merce, and thus subject to Federal 
regulation. The entire business struc- 
ture of insurance in this country has 
heen built upon the theory that insur- 
ance is subject to regulation only by 
the states, and reliance has been 
placed for three-quarters of a century 
upon the opinion of the Supreme 
Court of the United States in Paul 
v. Virginia that insurance is not 
commerce. 


The current effort to demonstrate 
that insurance is commerce, and that 
in consequence it must abandon 
many of its practices in such fields 


as rate-making which conflict with 
l‘ederal statutes, grew out of two cir- 
cumstances. One was that when At- 
torney General Roy McKittrick of 
Missouri—as an aftermath of the 
Missouri bribery affair—attempted to 
investigate fire insurance rate-mak- 
ing practices the stock fire insurance 
companies gave the impression that 
they were attempting to smother his 
investigation in an avalanche of tech- 
nicalities. The other was that the 
head of the anti-trust division of the 
United States Department of Justice 
at the time happened to be a rather 
unorthodox attorney named Thur- 
man W. Arnold, who apparently held 
a deep conviction that rigorous en- 
forcement of the Federal anti-trust 
statutes was the solution to many of 
the economic ills that have beset the 
nation in recent years. 


Attorney General McKittrick 


stepped into the Missouri scandal 
early. In the beginning the case was 


a Federal income tax matter in the 
District Court at Kansas City, several 
Missouri political figures having ne 
glected to pay tax on the bribes that 
had been paid them by the represen 
tatives of the stock fire insurance 
companies. McKittrick brought the 
situation into the state courts in 1939 




















by filing an information in quo war- 


ranto with the Missouri Supreme 
Court, which sought the ouster of the 
companies from that state for their 
part in the scandal. Later this was 
amended to charge violation of the 
Missouri anti-trust statute. 


Extended hearings were held in a 
number of cities before a_ special 
master, as they had been held previ- 
ously before a special Federal mas- 
ter, but it soon became obvious that 
no case could be made that the stock 
fire insurance companies or their re- 
sponsible executives had had guilty 
knowledge of the bribery transac- 
tions. McKittrick then turned his 
fire upon the anti-trust aspects of the 
case, and attempted in endless hear- 
ings to determine exactly how fire in- 
surance rates in Missouri are deter- 
mined. 


He was able to make little prog- 
ress. It developed that there was an 
involved chain of rate-making proce- 
dures, in which the Missouri rating 
bureau took advice from the Subscrib- 
ers Actuarial Committee at Chicago, 
and then in turn applied for advice 
from the Western Actuarial Bureau. 
Inasmuch as the Attorney General’s 
jurisdiction was limited to Missouri 
he became entangled in a net of tech- 
nicalities which made it plain that his 
efforts would never uncover the in- 
formation he was seeking. 


It was to be expected that the At- 
torney General would become an- 
noyed at the futility of his effort, and 
become annoyed he did. Eventually it 
was noted that a representative of the 
anti-trust division of the United 
States Department of Justice was sit- 
ting in at the hearings as an observer. 
\ little later the subject of insurance 
rates was brought up before a com- 
mittee of the Congress which was in- 
vestigating the problems of small 
business. A little later several of 
McKittrick’s assistants turned up on 
the staff of the anti-trust division of 
the United States Department of Jus- 
A little later the books and rec- 
ords of various stock fire insurance 
organizations began to be supoenaed. 
And eventually an indictment was re- 
turned charging violation of the 
Sherman Act by numerous stock fire 
insurance organizations, most of 
which have now been dropped from 
the case. 


tice. 


Since the returning of the indict- 
ment Thurman W. Arnold has left 
the United States Department of 
Justice, but apparently his zeal for 
anti-trust law enforcement as an eco- 
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nomic force remains behind him. The 
anti-trust division now is headed by 
United States Assistant Attorney 
General Tom C. Clark, who wasted 
no time after taking office in making 
it plain to the hopeful insurance de- 
fendants that the case would be car- 
ried through to completion. Frank 
H. Elmore, Jr., special assistant to 
the Attorney General, is in actual 
charge of the Atlanta case, and has 
associated with him as special attor- 
neys Manuel M. Gorman and H. 
Donald Leatherwood. It is expected 
that Elmore will follow through on 
such other insurance cases as are pre- 
sented, since he has been in charge 
of such activities as now are getting 
under way in New York. 


Attorneys for the defendants are 
the New York firm of Wright, Gor- 
don, Zachry, Parlin and Cahill of 
New York City, and McDougald, 
Troutman and Arkwright of Atlanta. 
Their first action was to file a de- 
murrer to the indictment, and this 
was argued at Atlanta on May 25, 
1943. It was taken under advisement 
by United States District Judge 
E. M. Underwood. No matter what 
the decision of the court it is re- 
garded as certain that the issue will 
be taken eventually to the Supreme 
Court of the United States for 
another determination of whether in- 
surance is commerce. 


HE indictment upon which the 

case which is now in progress is 
based was returned by a_ Federal 
grand jury on November 20, 1942, 
in the United States District Court 
at Atlanta. It charged violation of 
the first two sections of the Sherman 
Act, alleging that conspiracies exist 
to fix and maintain arbitrary and 
non-competitive fire insurance rates 
and to monopolize trade and com- 
merce in fire insurance in the states 
of Alabama, Florida, Georgia, North 
Carolina, South Carolina, and Vir- 
ginia. 


Those indicted are the South East- 
ern Underwriters Association, 198 
stock fire insurance companies which 
are members of that association, 22 
of the association’s officers or em- 
ployees, and the managers of the in- 
spection and rating bureaus in the 
five states of Alabama, Florida, 


Georgia, North Carolina, and South 
Carolina. 
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The indictment outlined details of 
the conspiracies upon which the two 
counts of the indictment were based. 
They are that, beginning some time 
prior to 1937 and continuing up to 
the date of the indictment, the de- 
fendants and others have engaged in 
a continuing conspiracy to fix and 
maintain arbitrary and non-competi- 
tive premium rates on fire msurance, 
the substantial terms of which have 
been that the defendants : 


(a) Agree to sell, and have sold, 
fire insurance at premium rates or 
prices established by the South East- 
ern Underwriters Association ; 


(b) Agree to pay, and have paid, 
commissions to their agents for the 
sale of fire insurance at rates estab- 
lished and fixed by the South Fast- 
ern Underwriters Association ; 


(c) Agree to adopt, and have 
adopted, reclassifications of types of 
fire insurance risks and agree to es- 
tablish and maintain and have estab- 
lished and maintained premium rates 
or prices for fire insurance on the 
basis of such reclassifications of 


risks ; 


(d) Agree to utilize and adhere to, 
and have utilized and adhered to, 
standard terms, conditions and clauses 
relating to coverage of various types 
of risks established by the South 
Eastern Underwriters Association for 
use in and in connection with fire in- 
surance policies ; 


(e) Agree to withhold reinsurance 
facilities from and to prevent access 
to such facilities by fire insurance 
companies which are not members of 
the South Eastern Underwriters 


Association, and have withheld and 
prevented access to such facilities by 
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fire insurance companies which are 
not members of the South Eastern 
Underwriters Association ; 


(f) Threaten to withdraw from 
any agency which undertakes to rep- 
resent companies which are not mem- 
bers of the South Eastern Under- 
writers Association and refuse to en- 
ter agencies which are not members, 
and have actually withdrawn from 
agencies representing non-member 
companies and have refused to enter 
agencies representing non-member 
fire insurance companies ; 


(g) Threaten to boycott and with- 
hold patronage from persons pur- 
chasing fire insurance from compa- 
nies which are not members of the 
South Eastern Underwriters Associ- 
ation ; 

(h) Agree to disparage and have 
disparaged the services and facilities 
of fire insurance companies which are 
not members of the South Eastern 
Underwriters Association ; 


(i) Agree to establish and main- 
tain, and have established and main- 
tained, inspection and rating bureaus 
in the states of Alabama, Florida, 
Georgia, North Carolina, and South 
Carolina to police, strengthen and 
further the agreements and practices 
set forth herein, and have done so 
through the aid of said inspection 
and rating bureaus; 


(j) Agree to establish and main- 
tain, and have established and main- 
tained, local boards and groups of 
fire insurance agents in the states of 
Alabama, Florida, Georgia, North 
Carolina, South Carolina, and Vir- 
ginia, and in certain cities of these 
states, to police, further and 
strengthen the agreements and prac- 
tices alleged in the indictment. 


The effect of the two conspiracies, 
according to the indictment, has been 
to unlawfully suppress competition 
in the sale of fire insurance, to pre- 
vent the determination by free and 
competitive practices of premium 
rates on fire insurance, of arbitrarily 
controlling and fixing rates on fire 
insurance in the states involved, of 
restraining interstate trade and com- 
merce, and of excluding divers per- 
sons from engaging in the sale of fire 
insurance in interstate commerce, all 
in violation of the Sherman (anti- 
trust) Act. 


On January 13, 1943, the South 
Eastern Underwriters Association 
and the other defendants (except the 
Universal Insurance Company and 
the Kansas City Fire and Marine In- 
surance Company, as to which the in- 
dictment later was dismissed) filed a 
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demurrer to the indictment asking 
that it be dismissed. The demurrer 
contended that the indictment does 
not state facts sufficient to constitute 
an offense against the United States ; 
that the business of fire insurance is 
not commerce, as repeatedly held by 
the Supreme Court of the United 
States; that the indictment is based 
upon an interpretation and applica- 
tion of the first two sections of the 
Sherman Act which would invade the 
rights reserved to the states by the 
10th amendment to the Constitution 
of the United States; that the indict- 
ment is based upon an interpretation 
and application of the first two sec- 
tions of the Sherman Act which 
would be repugnant to the 5th and 
6th amendments to the Constitution 
of the United States by giving to 
those sections a meaning so broad, 
unlimited, vague, uncertain and in- 
definite as not to inform the defend- 
ants of the nature and cause of the 
accusation against them and to de- 
prive them of liberty and property 
without due process of law; and that 
the court is without jurisdiction of 
the subject matter of the indictment. 


On April 12, 1943, counsel for the 
South Eastern Underwriters Associ- 
ation and the other defendants filed a 
brief in support of the demurrer. It 
pointed out that the indictment was 
prepared upon the premise that insur- 
ance is commerce, and urged that 
since this premise is in error the al- 
leged conspiracy cannot be a violation 
of the Sherman Act. The specific 
points brought out in the defendants’ 
brief are that: (a) Fire insurance is 
not commerce; (b) fire insurance is 
regulated solely by the states; (c) the 
indictment may be sustained only by 
holding that fire insurance is com- 
merce and by superseding state reg- 
ulation, to the injury of the states, 
the fire insurance companies, and the 
policyholders; (d) the indictment on 
any construction does not state facts 
sufficient to constitute an offense un- 
der the Sherman Act. 


On the first point, that fire insur- 
ance is not commerce, the brief placed 
reliance upon the line of decisions of 
the Supreme Court of the United 
States which began with Paul v. Vir- 
ginia, in which it was held that insur- 
ance is not commerce. It quoted the 
holding of the court in that case to 
the effect that: 


“Issuing a policy of insurance is not a 
transaction of commerce. The policies are 
simple contracts of indemnity against loss 
by fire, entered into between the corpora- 
tions and the assured, for a consideration 
paid by the latter. These contracts are not 
articles of commerce in any 
meaning of the word. 


proper 
They are not 





subjects of trade and barter offered in the 
market as something having an existence 
and value independent of the parties to 
them. They are not commodities to be 
shipped or forwarded from one state to 
another, and then put up for sale. They 
are like other personal contracts between 
parties which are completed by their sig- 
nature and the transfer of the considera- 
tion. Such contracts are not interstate 
transactions, though the parties may be 
domiciled in different states.*****They are, 
then, local transactions, and are governed 
by the local law. They do not constitute 
a part of the commerce between the states.” 


HE brief holds that this and 

other similar decisions of the 
Supreme Court of the United States 
are controlling upon the United 
States District Court at Atlanta. It 
points out that other courts have 
ruled expressly that fire insurance 


does not come within the Sherman 
Act. 


That it has never been the intent 
of Congress to consider fire insur- 
ance as commerce within the meaning 
of the Sherman Act is another of the 
points which the brief stresses. It 
goes back to the debate over enact- 
ment of the Sherman Act to call at- 
tention to the fact that, while the cde- 
cision holding insurance not to be 
commerce was brought up at that 
time, Congress passed the act in 1890 
without attempting to include insur- 
ance therein. This is held to consti- 
tute acquiescence by Congress in the 
proposition that fire insurance is not 
commerce and therefore does not fall 
within the purview of the Sherman | 
Act, as well as the expression of 
Congressional intent that fire insur- 
ance should remain free from the 
act’s provisions. 


The history of the attempts which 
have been made in Congress to sub- 
ject insurance to Federal control also 
was outlined. Among these have been 
bills for creation of a national bureau 
of insurance in the Treasury depart- 
ment, for creation of the office of a 
Federal commissioner of insurance, 
for holding insurance companies op- 
erating outside the state of their in- 
corporation are engaged in interstate 
commerce, for creation of a bureau 
of insurance in the department of 
Commerce and Labor, for regulation 
of the business or commerce of in- 
surance throughout the United States 
and its territories. None of the bills 
was passed. The brief is emphatic 
in stating, however, that it does not 
raise the point of whether Congress 
has the power to regulate insurance ; 
its position is that Congress in pass- 
ing the Sherman Act did not so leg- 
islate. 























In developing the point that fire in- 
surance is regulated solely by the 
states the brief argues that state reg- 
ulation of fire insurance companies 
is based upon principles diametri- 
cally opposed to the Sherman Act, 
that this state regulation would be in 
hopeless conflict with the Sherman 
Act if fire insurance were considered 
commerce, and that this state regula- 
tion would be an unconstitutional reg- 
ulation of all phases of commerce if 
fire insurance were considered com- 
merce. It holds that the state system 
of regulation of fire insurance car- 
riers is directed specifically at curtail- 
ing competition, in order to promote 
financial stability and to protect the 
policyholders. Since this system has 
been upheld by decisions of the Su- 
preme Court of the United States the 
fire insurance companies have made 
their activities conform to such state 
statutes. Such statutes now regulate 
rates and forms of policies, require 
the taking out of state licenses as a 
prerequisite to doing business, and 
require or permit fire insurance com- 
panies to be members of rating bu- 
reaus. The statement of Justice 
Frankfurter of the Supreme Court 
of the United States, made in a re- 
cent opinion, is quoted as supporting 
this view. He said, in part: 

“The ways of safeguarding against 
the untoward manifestations of nature 
and other vicissitudes of life have long 
been withdrawn from the benefiits and 
caprices of free competition. The state 
may fix insurance rates, it may regu- 
late the compensation of agents, it 
may curtail drastically the area of free 
contract.” 

The brief holds that state regula- 
tion has resulted from a thorough 
study of and long experience with 
fire insurance, in buttressing the con- 
tention that superseding such regula- 
tion would result in injury to the 
states, the fire insurance carriers, and 
the policyholders. It outlines the his- 
tory of fire insurance rate-making 
over a period of almost a century, in- 
cluding such matters as premium 
rates, the extent and purpose of the 
activities of rating bureaus, and other 
activities subject to regulation. State 
regulation, it insists, is based upon 
the realization that stability and se- 
curity rather than competition are es- 
sential in the business of fire insur- 
ance, and that its regulation has been 
approached from this point of view 
by the several states. The professed 
aim has been to secure non-competi- 
tive premium rates which accurately 
reflect the peril of loss rather than 
competitive premium rates reflecting 
competitive pressures. The intention 
has been to achieve premium rates de- 
termined according to experience and 
engineering and actuarial data rather 
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than competition, so that each risk 
will be rated according to its hazards. 
To apply the Sherman Act to fire 
insurance, it is held, would replace 
the non-competitive rate regulatory 
theory of the states with the compe- 
titive theory of the Sherman Act. 
It is considered that to do so would 
deprive state regulation of any sig- 
nificance, and would destroy the al- 
leged conclusion reached by state 
regulatory authorities during ninety 
years of experience — that stable 
rather than competitive fire insurance 
rates are in the public interest. Such 
a result would be an invasion of the 
rights of the states, it is charged. 


Considerable emphasis is placed, 
in the defendants’ brief, upon the 
unjust penalization of the fire insur- 
ance companies which have acted in 
the past in reliance upon the decisions 
of the Supreme Court of the United 
States. It is pointed out that the com- 
panies, far from seeking state regu- 
lation, fought it vigorously when it 
was developing, but were unable to 
defeat it and eventually were forced 
to accept it. That they should be sub- 
jected to penalties, under an ex post 
facto theory of law, for activities 
which they always have had reason to 
believe were entirely legal, is re- 
garded as unfair. That to apply the 
Sherman Act to fire insurance would 
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violate the 5th and 6th amendments 
to the Constitution of the United 
States is also contended in the brief. 


In attacking the indictment itself 
the insurance organizations’ brief as- 
serts that on no construction does it 
state facts sufficient to constitute an 
offense under the Sherman Act. The 
indictment is held to be indefinite and 
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uncertain in that it fails to describe 
what is meant by interstate commerce 
in fire insurance, which types of fire 
insurance transactions if any are in- 
terstate, whether complaint is made 
of transactions occurring pursuant to 
specific authorization of the states 
involved or solely of transactions en- 
tered into without such authorization. 
It is contended that the indictment 
fails to identify a single specific trans- 
action of which complaint is made, 
and that the vagueness and uncer- 
tainty of the indictment are aggra- 
vated by the paragraph which pur- 
ports to define fire insurance. 


The argument is made that, if there 
is any doubt, the indictment should 
be. dismissed. Sustaining of the de- 
murrer, it is pointed out, unquestion- 
ably leaves the Government the right 
of immediate appeal through which 
the fundamental questions presented 
could be determined without the time- 
consuming hardship and expense of 
a protracted trial. The brief’s con- 
clusion is that if Congress had de- 
cided to convert the minutely state 
regulated business of fire insurance 
into one governed by the economic 
concepts of the anti-trust laws, Con- 
gress would not have left this impor- 
tant decision to the twilight zone of 
argument, inference and innuendo 
based upon a statute which—though 
more often construed judicially than 
any statute of the same age—has 
never until now been suspected of 
applying to insurance. 


HE anti-trust division of the 

United States Department of 
Justice was prompt in drafting its 
reply brief, which was filed on April 
26, 1943. It met the issue squarely 
by denying that the line of decisions 
stemming from Paul v. Virginia ap- 
plies to the present situation. In the 
argument presented the following 
seven propositions were advanced : 

(1) Paul v. Virginia and the so- 
called “insurance cases’’ are not ap- 
plicable to the case at bar; 

(2) Fact, history, and universal 
usage sustain the contention that in- 
surance is commerce ; 

(3) The business of fire insurance 
is within the scope of the commerce 
clause of the Constitution of the 
United States, and within the scope 
of the Sherman Act; 

(4) The 10th amendment to the 
Constitution of the United States has 
no application to the case at bar; 

(5) It does not follow that a 
holding by the Atlanta court that the 
business of fire insurance is embraced 
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by the Sherman Act would displace 
state legislation ; 


(6) Each count of the indictment 
is sufficient in law to charge an of- 
fense against the United States, and 
satisfies the requirements of the 5th 
and Oth amendments to the Constitu- 
tion of the United States; 


(7) The Atlanta court has juris- 
diction of the subject matter of the 
indictment. 


The Government’s brief ends with 
the conclusion that it has shown the 
indictment is full and clear in its al- 
legations and otherwise sufficient in 
form; that it charges the defendants 
with engaging in conspiracies in re- 
straint of interstate trade and com- 
merce and to monopolize interstate 
trade and commerce in fire insurance 
in and among the states of Alabama, 
llorida, Georgia, North Carolina, 
South Carolina and Virginia; and 
that the Atlanta court has jurisdic- 
tion of the indictment’s subject mat- 
ter. It asks the court, therefore, to 
overrule the demurrer of the insur- 
ance organizations and to set a defi- 
nite date for trial. 


In support of the proposition that 
the opinion of Justice Field of the 
Supreme Court of the United States 
in the case of Paul v. Virginia has no 
application to the present case the 
Government brief holds that this 
finding was a mere dictum, in that he 
chose to go beyond the reasoning 
necessary to adjudicate the issue and 
to state that issuing a policy of in- 
surance is not a transaction of com- 
merce. It is held that in the later in- 
surance cases this dictum of Justice 
Iield was accepted without analysis, 
despite its having been based upon a 
misconception of the nature of the 
fire insurance business, and the the- 
ory that fire insurance is not com- 
merce rests wholly upon this dictum. 
The Government brief contends that, 
for the purpose of Federal power, 
insurance should be regarded not as 
the mere delivery of a policy, but as 
a course of dealing in an economic 
good. Each of the later cases, it is 
charged, involved state legislation, 
and the records presented in each for 
the consideration of the court mere 
localized transactions, intrastate in 
nature. 


The Government holds that, in ad- 
vancing the proposition that fire in- 
surance is commerce, it is not advanc- 
ing a novelty; the opinion in Paul v. 
Virginia is characterized as the nov- 
elty. It supports this statement by 
citing cases and definitions ancient 
and modern. 
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N holding that the business of fire 
I insurance is within the scope of 
the commerce clause of the Constitu- 
tion of the United States and within 
the scope of the Sherman Act, the 
Government brief asserts that one 
element common to all decisions ot 
the Supreme Court of the United 
States establishing the scope of the 
interstate commerce power has been 
its insistence that the prime requisite 
for the finding of interstate com- 
merce within the scope of the com- 
merce clause is that of interstate in- 
tercourse or communication. A num- 
Ler of cases involving telegraph com- 
panies, radio stations, correspondence 
schools, banks, and finally the Asso- 
ciated Press are cited. 

The nature of the fire insurance 
business is analyzed to demonstrate 
that few businesses are so funda- 
mentally interstate in nature. It is 
argued that the operation of the fire 
insurance business involves an intri- 
cate network of interstate activity, 
including the conducting of business 
through agents in constant communi- 
cation with their principals in other 
states. It embraces the negotiation 
and making of contracts, the passing 
and transmission of contracts and 
money, and correspondence including 
daily reports of business done. The 
media of interstate transportation or 
communication are considered indis- 
pensable to the continuation of this 
regular course of business. It is held 
that such streams of business inter- 
course are in essence the commerce 
among the states which the Consti- 
tution sought to bring under national 
jurisdiction and protection, and that 
this purpose should not be defeated 
by technical inquiry into isolated in- 
cidents and facilities of the business, 
intrastate in character, considered 
without reference to their association 
with the general stream of which they 
are a part. 


In summarizing the argument on 
this proposition the Government sub- 
mits that the business of fire insur- 
ance is within the scope of the com- 
merce power and is embraced by the 
provisions of the first two sections of 
the Sherman Act. The position 
adopted by the defendant fire insur- 
ance companies in denying this juris- 
diction is held to be wholly inconsist- 
ent with that assumed by nearly 
every insurance company participat- 
ing in the cases which are cited as 
authority for the theory that insur- 
ance is not commerce. It is pointed 
out that in the past the insurance 
companies repeatedly attempted to 





avoid state regulation or taxation by 
invoking Federal jurisdiction under 
the commerce clause. Confronted 
with the present indictment they are 
considered to be seeking to repudiate 
the position they have maintained for 
almost three-quarters of a century. 
“A holding that the dictum of Paul v. 
Virginia and the decisions which fol- 
lowed it prevent the application of 
Federal jurisdiction to fire insurance 
would establish a limitation upon the 
commerce power which is contained 
nowhere in the Constitution and 
which is contrary to the scope of the 
grant of that power as defined in 
cases running from Gibbons v. Og- 
den in 1824 to the most recent deci- 
sions of the Supreme Court,” the 
Government brief recites. “Since the 
states are plainly without power to 
reach those activities of fire insur- 
ance companies which extend beyond 
state borders, a no-man’s-land would 
be created in which neither state nor 
nation could function. The establish- 
ment of such a gap in governmental 
power is contrary to both the letter 
and the spirit of the Constitution. 
The law as well as nature abhors a 
vacuum.” 


The reply brief of the stock fire 
insurance organizations under indict- 
ment was filed on May 17, 1943, and 
it confines itself entirely to an effort 
to refute the Government contention 
that fire insurance is commerce. It 
points out that the Supreme Court 
of the United States has held that 
fire insurance is not commerce, and 
that the mere contending by the De- 
partment of Justice that this line of 
decisions is based upon dicta is not 
sufficient to overthrow the authority 
of the opinions. It stresses the fact 
that the Government brief failed to 
cite Supreme Court decisions holding 
that fire insurance is commerce. 


It alleges further that the very ar- 
guments which are being used by the 
Government in the present case have 
been presented to the Supreme Court 
of the United States in the past, but 
that that tribunal has nevertheless 
continued to hold that fire insurance 
is not commerce. Such argument is 
held to be an effort to resurrect is- 
sues upon which the Supreme Court 
has passed squarely. It holds that 
Congress has accepted and approved 
the Supreme Court decisions that fire 
insurance is not commerce, and that 
the states have taken the same view. 
Its conclusion is that in the present 
case the United States District Court 
at Atlanta is asked to overrule the 
Supreme Court of the United States, 
the Congress, and the states, by de- 
claring fire insurance to be commerce. 
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INSURANCE NEWS DIGEST--FIRE AND CASUALTY 


Covering Period From May 1, 1943 Through May 31, 1943 











164, VERMONT COMMISSIONER. Reginald T. Cole, Ver- 
mont Commissioner of banking and insurance since 
February, 1941, has resigned to become comptroller 
of the Howard National Bank & Trust Co. of Burling- 
ton. Charles E. Burns of Northfield has been ap- 
pointed to fill the vacated post and will take of- 
fice on July l. 


165, NEW YORK ANTI-TRUST. An anti-trust investiga- 
tion of the National Board of Fire Underwriters, 
Insurance Executives Association, Aetna Fire, "and 
other persons and firms, corporations, companies 
and associations unknown to the Department" has been 
authorized by U. S. Attorney-General Biddle. The 
investigation will be conducted by F. H. Elmore, 
Jr., special assistant to the attorney-general, and 
M. M. Gorman, special attorney of the U. S. Dept. of 
Justice, who were commissioned by Biddle to under- 
take the job. The commissions authorize either civil 
or criminal proceedings, or both, and grand jury 
proceedings if necessary. Subpoenas, returnable 
June 4, have been served on the National Board, Cot- 
ton Insurance Association, and Cotton Fire & Marine 
Underwriters Association. The subpoenas are of the 
"duces tecum" variety and call for the production 
of certain specified records from the files of these 
organizations. 


166, WDC MONEY COVER. Aggregate liability of War 
Damage Corporation on policies issued under its 
money and securities program in the U. S. on March 
31 totaled $2,456,669,000. Total net premiums col- 
lected by WDC for this coverage on the same date ap- 
proximated $405,000. 


167, BROKERS ASSOCIATION. .Newly elected president 
of the National Association of Insurance Brokers is 
H. E. Moore of Boston. H. G. Sawtelle of St. Louis 
was elevated to the vice presidency of the Associa- 
tion; Alex Goldberger, Brooklyn, was named secre- 
tary; and E. S. Litchfield, Boston, was reelected 
treasurer. New chairman of the executive commit- 
tee is F. P. Lavin of the Illinois Brokers Associa- 
tion. 


168, SECURITY VALUATIONS. L. A. Griffin, formerly 
with Moody's Investors Service, has been engaged by 
the subcommittee of the committee on valuations of 
securities of the National Association of Insurance 
Commissioners to take charge of the committee's new 
office which will determine security values and 
bond amortization, a task heretofore performed by 
private statistical organizations. He will have the 
title "Executive Secretary to the Committee on Val- 
uation of Securities." The offices located in room 
1501, 61 Broadway, New York City, were opened for 
business on May 15. The Executive Committee of the 
NAIC in a meeting on April 9 adopted a resolution 
authorizing the association to do its own statis- 
tical work in establishing valuations of securities 
Since private firms were unable to supply such serv- 
ices at the present time. 


169, 48-HOUR WEEK. The new 41% hour workweek for 
insurance companies in the Hartford area does not 
necessarily apply to insurance company branch of- 
fices and agencies in that locality, the local War 
Manpower Commission office has ruled. Such offices 
employing 8 or more persons have been advised to 
contact the WMC for ruling on their status--each 
case will be considered individually. 


170, COLLISION FORM. Approved by the Iowa Insurance 
Department for use in the state is the so-called 
80-20 collision form promulgated by the National 
Automobile Underwriters Association. 


Non-bureau 


companies have been using the form in Iowa for some 
time. 


171. MARYLAND COMMISSIONER. Reappointed to the in- 
surance commissionership of Maryland is John B. 
Gontrum, chairman of the executive committee of the 
National Association of Insurance Commissioners. 


172, GRADED EXPENSE. A new program for rating of 
workmen's compensation risks providing for reduced 
commission ratios on the part of agents and a reduc- 
tion in the charge for company services rendered, 
has been filed by the Casualty Research Committee 
of the Association of Casualty & Surety Executives 
with the Compensation Insurance Rating Board of New 
York and the National Council on Compensation In- 
surance. Risks coming under the plan would be those 
paying annual compensation premiums of more than 
$1,000. The levying of a service charge on the 
basis of actual experience in place of a fixed per- 
centage of each dollar of premium paid is provided 
for under the plan. 


173. ENDORSEMENT. The New York Insurance Depart- 
ment has approved a plan submitted by the National 
Board of Fire Underwriters whereby companies will 
file a blanket endorsement with the department to 
give all outstanding policies the effect of the re- 
vised New York Standard. The latter form becomes 
effective by law on July 1 and to avoid the work of 
cancellation and rewriting of present fire con- 
tracts in New York State, or endorsing them singly, 
the Department consented to the blanket endorse- 
ment approval. 


174, UNDERWRITERS' LABORATORIES. Albert J. Steiner, 
assistant engineer of the protection department of 
Underwriters' Laboratories since 1921, has been ap- 
pointed engineer and assumes charge of the depart- 
ment. He succeeds John A. Neale, who will devote 
his time to supervising the engineering work of all 
departments. 


175. LMC PROMOTIONS. Eight executives of the Lun- 
bermens Mutual Casualty Company have been advanced 
to higher ranks. Richard J. Dunn, 2nd vice presi- 
dent and head of the legal department of the com- 
panies at Boston, has been chosen director of pub- 
lic relations for all of the Kemper companies. 
His headquarters will be in Chicago. Martin P. 
Luthy, secretary of the company and manager of its 
New England department at Boston, and John A. Mills, 
secretary and actuary, were elected vice presidents; 
George C. Bonstelle, manager of the Boiler Depart- 
ment, was advanced to the post of 2nd vice president; 
Cc. J. M. Weber, manager of the Boston Claim Depart- 
ment, was elected 3rd vice president; B. C. Dahlman, 
assistant manager of the Toronto office, and M. P. 
Moore, manager of the Compensation Underwriting De- 
partment at Chicago, were named assistant secreta- 
ries; Dr. Christopher A. Mason was elected resident 
surgeon at Los Angeles. 


176, NFPA. Re-elected president of the National 
Fire Protection Association, at the organization's 
annual meeting held in Chicago the week of May 10, 
was David J. Price, Washington, chief engineer of 
the Bureau of Agricultural Chemistry of the U. S. 
Department of Agriculture. Richard E. Vernor, Chi- 
cago, and C. C. Johnson, New York, were again named 
vice presidents, and Hovey T. Freeman, Providence, 
R. I., was again chosen secretary-treasurer. Albert 
T. Bell of Atlantic City was re-elected chairman of 
the board of directors. Named to the board of di- 
rectors for three year terms were W. F. Hickey, New 
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Haven, Conn.; W. E. Mallalieu, New York City; H. L. 
Miner, Wilmington, Del. (all re-elected); A. H. S. 
Stead, Montreal, and L. G. Schraffenberger, Cincin- 
nati. The meeting was chiefly devoted to wartime 
fire prevention and featured many speakers from the 
armed services. 


177, ILLINOIS DEPARTMENT. Marion E. Burks of El- 
dorado, has been appointed assistant director of 
insurance for the State of Illinois. He has been 
supervisor of the policy division in the department 
for the past two years. 


178, LOSS MANAGERS. Consideration of wartime prob- 
lems affecting the adjustment of losses will feature 
a meeting of loss managers of the Federation of Mu- 
tual Fire Insurance Companies to be held in Chicago, 
June 17-18. While meetings of this group are ordi- 
narily limited to loss managers only, on this occa- 
sion adjusters have been invited to attend. Speak- 
ers at the two-day meet will include Dr. R. C. Stein- 
metz, Chicago, chief special investigator, Mill Mu- 
tual Fire Prevention Bureau; J. C. O'Connor, Chi- 
cago, editor, F. C. & S. Bulletins; George Blun, 
Chicago, adjuster; William H. Rodda, Chicago, sec- 
retary, Mutual Marine Conference; and R. D. Mac- 
Daniel, Indianapolis, vice president, Grain Deal- 
ers National Mutual Fire Ins. Co. 


179, ADVERTISING CONFERENCE. Highlight of the 
spring meeting of the Insurance Advertising Confer- 
ence held in New York City on May 5 was the unveiling 
of a copyrighted national public opinion survey, 
covering all branches of insurance except life, 
conducted for the Bureau of Advertising, American 
Newspaper Publishers Association by Industrial Sur- 
veys Company. The survey conducted on the basis of 
23 questions framed by a committee of insurance ad- 
vertising and public relations men, revealed that 
nearly two-thirds of the American people respect 
the general insurance business as honest and effi- 
cient. The other third, the survey points out, re- 
gard it as no better or worse than any other busi- 
ness, and only 1% consider it poorly run. 


180, EXPLOSIVES TRANSPORTATION. Two orders of the 
Interstate Commerce Commission, effective June 15, 
1943, extend its regulations governing the trans- 
portation of explosives and other dangerous arti- 
cles by common and contract carriers engaged in in- 
terstate or foreign commerce to the transportation 
of explosives or other dangerous articles in inter- 
state or foreign commerce by private carriers, and 
to the transportation of such articles in intrastate 
commerce by common, contract, or private carriers. 


18], TRAFFIC INSTITUTE. Highway traffic problems 
brought on by the war, particularly the problem of 
training replacement drivers and transportation 
personnel, will comprise the program of the Na- 
tional Institute for Wartime Traffic Training, 
sponsored by national traffic and safety organiza- 
tions. It will be held June 21 to July 2 at Ohio 
State University, Columbus. Invitations to attend 
the Institute are being extended to a wide number of 
police, traffic engineers, fleet operators, teach- 
ers, motor club officials, emergency organizations, 
and safety specialists. 


182, ASSIGNED RISKS. Arrangements have been con- 
pleted between Insurance Commissioner Gregg L. Neel 
of Pennsylvania and all mutual, stock and recipro- 
cal carriers writing auto bodily injury and prop- 
erty damage liability insurance in the state, for 
the inauguration of the Pennsylvania Automobile As- 
signed Risk Plan. Selected by the companies to man- 
age the Pennsylvania Plan is William Newell, now 
acting in a similar capacity for the Connecticut, 
New Jersey, and New York voluntary assigned risk 
plans. 


183, WISCONSIN COMMISSIONER. The appointment of 
Morvin Duel to a second term as Insurance Commis- 
sioner of Wisconsin, which last month was sent to 
the Senate for confirmation, has been unanimously 
approved. His term of office will expire June 30, 
1947. 
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184, NATIONAL BUREAU. William Leslie and E. E. Rob- 
inson were re-elected general manager and secre- 
tary, respectively, of the National Bureau of Cas- 
ualty and Surety Underwriters at the organization's 
annual meeting in New York. 


185, SOCIAL SECURITY. Introduced in the U. S. Sen- 
ate by Senator Tunnell (Dem., Del.) is a bill 
(S.1054) under whose terms state and municipal en- 
ployees would be brought under the provisions of the 
Social Security Act so far as old-age and survivors 
benefit payments are concerned. The bill has been 
referred to the Senate Finance Committee. 


186, CANCELLATION. Pro rata cancellation instead 
of the customary short rate basis has been ordered 
by Insurance Commissioner Charles F. Hobbs of Kan- 
Sas in cases where an assured is entering the armed 
forces or auxiliary services and finds it necessary 
to cancel property insurance. All fire and casualty 
companies operating in the state have been notified. 


187, HAWAIIAN COMMISSIONER. Walter D. Ackerman, 
Jr., has been appointed treasurer and ex-officio 
insurance commissioner of the Territory of Hawaii. 
He succeeds Norman D. Godbold, Jr. 


188, VIRGINIA LICENSING. The Virginia Corporation 
Commission has ruled that business firms, includ- 
ing automobile companies, may be licensed to write 
insurance in the state even though insurance may not 
be the principal business of the firm. Licenses 
were granted to Horn Motors, Inc., and the Motors 
Insurance Corporation over the protest of the Vir- 
ginia Association of Insurance Agents. 


189, CASUALTY EXECUTIVES. Frank A. Christensen, 
vice president of America Fore, was re-elected pres- 
ident of the Association of Casualty & Surety Execu- 
tives at the group's annual meeting held in New York 
City. Kenneth Spencer, president, Globe Inden- 
nity, was re-elected vice president and C. W. Fair- 
child, an officer of the Association since its for- 
mation, was named to his 7th term as general manager. 


190, OKLAHOMA DEPARTMENT. Andy Crosby, assistant 
to insurance commissioner Jess G. Read of Oklahoma, 
has resigned to enter the armed forces. He reported 
at Fort Sill, Oklahoma. 


191. BRANCH OFFICES. The branch office problem 
which had led to the threatened resignation of the 
New York City Association of Insurance Agents from 
the state and national organizations came in for top 
billing as the New York State Association of Insur- 
ance Agents assembled in Syracuse on May 10-11 for 
its annual meeting. The convention adopted a mo- 
tion calling on the National Association, in view 
of the downward trend of insurance costs, to "make 
an immediate and careful study of the comparative 
costs of operating branch offices as contrasted 
with the local agency operations and that the Na- 
tional Association give publicity to their findings 
in connection with its public relations progran." 
Metropolitan area leaders, it is reported, doubt 
that the course being pursued by the state associa- 
tion is aggressive enough to solve the branch office 
problem. An intimation that came out of the meeting 
was that the state association favors cooperation 
with the branch office committee of the National 
Association but failure to accomplish their objec- 
tive by this course the alternative of boycotting 
offending companies was a distinct possibility. 


192, FINANCIAL RESPONSIBILITY. An amendment to the 
Illinois automobile financial responsibility law 
which would incorporate provisions similar to those 
in the recently enacted New York act, has been in- 
troduced in the Illinois Senate by Walker Butler. 
The measure, S.B. 395, if adopted would become ef- 
fective January 1, 1944. 


193. REA CARRIERS. Henry Slattery, St. Louis, REA 


administrator, has suggested by letter to directors 
and trustees of cooperatives financed by the Rural 
Electrification Administration that they forego 
consideration of the two insurance companies re- 
cently organized by the NRECA. 




















194. MIDWEST SAFETY. The safety of manpower en- 
gaged in war production held the attention of the 
2lst annual Midwest Safety Conference in Chicago on 
May 4-6. Special attention was paid to off-the-job 
accidents. Accidents in the home, accidents as a 
result of wartime traffic, and industrial accidents 
were stated to exceed war casualties to date. 


195, COUNTRYWIDE AUTO EXPERIENCE. The country- 
wide experience of casualty companies, both stock 
and mutual, on automobile bodily injury showing pre- 
miums earned and losses and expenses incurred for 
the year 1942, also an analysis of the incurred ex- 
pense ratios, has been compiled by the New York In- 
surance Department. Aggregate experience for the 
past five years is also included in the tabulation 
for comparative purposes. The data was prepared 
by the department from casualty exhibits filed by 
companies licensed to do business in the state. The 
compilation reveals that 69 stock casualty compa- 
nies wrote $207,119,849 in auto P.L. premiums dur- 
ing 1942. On this volume the companies had a con- 
bined loss ratio of 36.1 and expenses incurred 
amounted to 45.2 leaving a net underwriting gain of 
18.7 for the year. The twenty-five mutual casualty 
companies included in the table on an automobile 
P.L. premium income of $56,320,820 had a loss ratio 
of 34.7, an expense ratio of 32.4, for a net under- 
writing gain of 32.9. Stock casualty companies dur- 
ing 1942 wrote auto property damage premiums total- 
ing $62,073,673, had a loss ratio of 44.4, expense 
ratio of 51.0, for a net underwriting gain of 4.6. 
Mutual companies had a 1942 P.D. premium volume of 
$17,435,332, loss ratio of 40.1, expense ratio of 
36.5, for an underwriting gain of 23.4. The mu- 
tuals' underwriting gain was the largest since 1938 
when it amounted to 27.7. 


196, MUTUAL FIRE OF D.C. L. Pierce Boteler, for the 
past 45 years secretary and executive officer of the 
Mutual Fire Insurance Company of the District of 
Columbia, has been elected president of the car- 
rier. He succeeds Charles Kattelmann who died 
March 10. William Reed Macgill was elected secre- 
tary to fill the post vacated by Mr. Boteler. The 
Board of Directors re-elected Charles M. Boteler to 
the vice presidency and Charles F. Crane as treas- 
urer. s 


197, FIRE LOSSES. Fire losses in the United States 
during April totaled $34,241,000--an increase of 
$6,281,000 or 23% over the figure reported for the 
same month last year--according to preliminary es- 
timates of the National Board of Fire Underwriters. 
For the first four months of 1943 losses totaled 
$134,363,000, an increase of $9,514,000 over the 
amount reported for the corresponding period last 
year. 


198, SOCIAL SECURITY. The executive council of the 
American Federation of Labor on May 20 heard an ex- 
planation of the Beveridge Plan from Sir William 
Beveridge, chairman of the British committee that 
drafted the social security project. It is under- 
stood that the A. F. L. is drafting in legislative 
form a social security program of its own, embody- 
ing some of the features of the Beveridge plan, for 
presentation to Congress. 


199, WDC FREE RENEWALS. A resolution petitioning 
the War Damage Corporation to forego the collection 
of a renewal premium on its war damage policies was 
adopted by the National Association of Real Estate 
Boards in convention at Chicago. The resolution 
requests further that any surplus remaining at the 
end of the war be returned to policyholders. 


200, INSURANCE COUNSEL. The International Associa- 
tion of Insurance Counsel will hold its annual meet- 
ing at Chicago's Edgewater Beach Hotel on June 28- 
30. Speakers will include J. S. Kemper, Chicago, 
president, Lumbermens Mutual Casualty Co.; M. P. 
Cornelius, Chicago, president, Continental Casualty 
Co.; George P. Morris, Washington, D. C., president, 
American Bar Association; F. J. Marryott, Boston, 
counsel, Liberty Mutual Ins. Co.; Floyd E. Thomp- 
son, Chicago, former justice of the Illinois Su- 
preme Court; Guy Crump, Los Angeles, chairman of 
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House of Delegates of the American Bar Association; 
Supreme Court Judge Frank Haymend, Charleston, 
W. Va.; former governor J. M. Slaton of Atlanta, 
Georgia, and Mayor James G. Stewart of Cincinnati. 


201, EQUITY RATING. The use of equity rates in con- 
nection with truck fleets has been barred in Kansas 
by order of Insurance Commissioner Charles F. Hobbs. 


202. A. & H. UNDERWRITERS. The annual meeting of 

the National Association of Accident and Health Un- 

= will be held in Pittsburgh, Pa., June 
0-11. 


203, CANADIAN RIDE-SHARING. All insurance compa- 
nies licensed to transact automobile insurance in 
Canada have agreed to cover car owners carrying pas- 
senger liability insurance regardless of whether 
the passenger pays for the ride, it has been an- 
nounced by the Canadian munitions department. The 
carriers have pledged that participation in ride- 
sharing schemes will not be raised as a breach of 
automobile insurance policy conditions. The agree- 
ment will remain in force until after the war. 


204. CALIFORNIA PROBE. Workmen's Compensation 
hearings which are expected to continue for several 
months were slated to open in Los Angeles on June 1 
by the California Insurance Department. For the 
past year and a half Insurance Commissioner Cami- 
netti has conducted an investigation into various 
phases of the compensation business and it is indi- 
cated that particular attention will be given to 
companies charged with false payroll audits, ir- 
regularities in dividend matters and irregularities 
in classification. 


205. BEVERIDGE. Now visiting the United States to 
gather data on ways to provide maximum employment 
after the war is Sir William Beveridge, author of 
England's "cradle-to-grave" social security plan. 


206, DECEASED. D. Ray Higgins, assistant secretary 
and underwriting manager of the Farmers Mutual Lia- 
bility Insurance Co. of Indianapolis, died recently 
at the age of 57. He had been associated with the 
company since 1925, the year of its founding. 


207. AMERICAN BAR. War problems as they apply to 
insurance law will be emphasized at the section of 
insurance law of the American Bar Association when 
the group meets in annual convention at Chicago on 
August 23-26. The meeting will be held in conjunc- 
tion with the A. B. A. convention. Chase Smith, 
Chicago, general counsel of the Lumbermens Mutual 
Casualty Company, is chairman of the insurance sec- 
tion. 


208. MINNESOTA FIRE POLICY. Insurance Commissioner 
Newell R. Johnson of Minnesota on May 14 advised 
fire insurance companies operating in the state of 
an amendment to the standard fire policy act where- 
by the words "foreign enemies" must be eliminated 
from the exemption clause. 


209. INDEPENDENT ADJUSTERS. Officers and members 
of the executive committee of the National Associa- 
tion of Independent Insurance Adjusters in meeting 
at Chicago on May 22-23, decided that the organiza- 
tion should hold its annual convention this year. 
Chicago was selected as the site for the convention 
--the dates September 17-19. 


210, INSURANCE SOCIETY. The total number of stu- 
dents enrolled in the course of studies of the In- 
surance Society of New York is now only half as 
large as it was before the war it was revealed at 
the organizations' annual meeting held in New York 
City. Fifty per cent of the students this year were 
women. Due to the fact that so many young men are 
in service the average age of the student body rose 
considerably. All officers of the Society were re- 
elected. 


211. UNAUTHORIZED PRACTICE. The long controversy 
between J. L. Wilkey, Birmingham, Ala., insurance 
adjuster, and the Birmingham Bar Association over 
the question of whether Wilkey's adjusting activ- 
ities involve the unauthorized practice of law ap- 
parently has been concluded by a recent opinion of 
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the Supreme Court of Alabama. By upholding a lower 
court decision in the case the Supreme Court found 
that in several instances Wilkey had been guilty 
of unauthorized practice of law, and prohibited him 
from practicing law in the future. Substance of the 
opinion is that laymen may adjust only insurance 
claims in which no controversy or dispute has 
arisen, and in the main it conforms to earlier lead- 
ing cases in the field. 


212. ATLANTA ANTI-TRUST. United States District 
Judge E. Marvin Underwood, sitting at Atlanta, has 
taken under advisement the demurrer of the South 
Eastern Underwriters Association to the indictment 
charging that organization, a number of its offi- 
cers and employees, and a number of stock fire in- 
surance companies with violation of the Sherman 
Act. Counsel for the South Eastern Underwriters 
Association and for the anti-trust division of the 
United States Department of Justice argued the de- 
murrer May 25. 


213. INSURANCE BUYERS. William F. Lund, manager of 
the insurance department of the United States Rub- 
ber Company, was chosen vice president in charge of 
the insurance division of the American Management 
Association at that organization's spring confer- 
ence on insurance management held in New York, May 
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214, NATIONAL BOARD. John M. Thomas, president of 
the National Union Fire Insurance Co., Pittsburgh, 
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Pa., was elevated to the presidency of the National 
Board of Fire Underwriters at the 77th annual meet- 
ing held in New York May 27. He is also an insur- 
ance director of the Chamber of Commerce of the 
United States. He succeeds in the post Robert P. 
Barbour, United States manager of the Northern As- 
surance Company of England. 


215, MISSOURI ANTI-TRUST. Attorney General Roy 
McKittrick of Missouri on May 27 asked the Missouri 
Supreme Court for an injunction to prevent a nun- 
ber of stock fire insurance companies from continu- 
uing to collect premiums at the present rate. He 
contends that the rates are "based on fraud," and 
is attempting to have the companies ousted from the 
state. The proceeding grows out of the "Missouri 
Compromise" rate settlement of several years ago, 
in which a stock fire insurance company represen- 
tative was found to have bribed a Missouri political 
figure to secure approval of a compromise of a fire 
insurance rate controversy. 


216, TRAFFIC DEATHS. Traffic deaths in the United 
States during April totaled 1,600--a decrease of 
39 per cent from the figure reported for the same 
month last year--according to preliminary esti- 
mates of the National Safety Council. Traffic 
deaths for the first four months of this year to- 
taled 6,680, as compared to 10,2500 for the same 
period in 1942--a decrease of 35 per cent. 
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HE coming together at Boston 

during the second week in June, 

1943, of the insurance regula- 
tory authorities of the several states 
—for the 74th convention of the Na- 
tional Association of Insurance Com- 
missioners—did not promise in ad- 
vance to be an event of greater than 
usual historical significance, nor is 
there reason to believe that it will be 
so considered when the actions there 
taken or ratified are weighed at some 
future date. Like any powerful or- 
ganization which has been in contin- 
uous existence over a long period of 
years, and which has in its member- 
ship a number of individuals of ma- 
ture experience, the National Asso- 
ciation of Insurance Commissioners 
tends to move smoothly and somewhat 
slowly. Seldom, indeed, is one of its 
meetings characterized by any whole- 
sale setting off of fireworks. 





In the minds of many of the more 
thoughtful insurance commissioners 
in attendance, however, there is 
doubtless the thought that 1943 may 
be a year long to be remembered in 
the field of insurance regulation. For 
it is hardly open to argument that at 
present there is a growing challenge 
to regulation of insurance solely by 
the states, and a tendency in some 
quarters to ask whether certain of 
the regulatory functions now within 
the province of the individual com- 
missioners might not be more effici- 
ently administered were they turned 
over to a central agency of govern- 
ment. In this view, the 1943 conven- 
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tion could mark the high point of 
state regulation of insurance, from 
which it began slowly to yield powers 
to the national government. 

Most drastic of the challenges to 
state supremacy in this field is, of 
course, the case which the anti-trust 
division of the United States Depart- 
ment-of Justice is pressing against a 
number of stock fire insurance com- 
panies, upon the theory that their 
ratemaking and kindred activities 
constitute a conspiracy in restraint of 
interstate trade and commerce and to 
monopolize interstate trade and com- 
merce in fire insurance. The drawing 
of the battle lines by the Federal at- 
torneys and by counsel for the stock 
fire insurance carriers has made it 
necessary to seek anew judicial de- 
termination of the old question of 
whether insurance is commerce, and 


to attempt to overturn the long- 
standing decision of the Supreme 


Court of the United States in Paul 
v. Virginia upon which the system of 
exclusive state regulation of insur- 
ance is founded. 

There are, however, other straws 
in the wind, and few insurance com- 
missioners are unmindful of them. 
The present wartime conditions have 
made it necessary to take some liber- 
ties with state regulation, the opera- 
tions of the War Damage Corpora- 
tion serving as a convenient example. 
The pressure for great expansion of 
social security, as exemplified by the 
Beveridge Plan proposed in England 
and the recent report of the National 
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Resources Planning Board advanced 
in the United States, have given 
promise of greater Federal activity in 
such fields as accident and health in- 
surance and possibly even in work- 
men’s compensation insurance. Far- 
ther back, there was the report of the 
Temporary National Economic Com- 
mittee which, while it was not unduly 
critical of state regulation, must be 
regarded as having laid the ground- 
work for a greater interest by Wash- 
ington in the inner workings of the 
insurance business and as_ having 
brought into the limelight the magni- 
tude gf the institution of insurance. 


HERE has been considerable 

speculation as to what the effect 
upon state regulation of imsurance 
would be, if the holding that in- 
surance is not commerce, as made in 
Paul v. Virginia, were overturned. 
Some hold that such a result would 
not be disastrous for the states, but 
that there would merely grow up a 
system of Federal regulation of in- 
surance superimposed upon the pres- 
ent state system of supervision. 
Others believe that state regulation 
would decline to a very low point 
within a rather brief period. 

It is interesting to recall, in this 
connection, that it was the handing 
down of the opinion in Paul v. Vir- 
ginia that was responsible in large 
measure for the founding of the Na- 
tional Association of Insurance Com- 
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missioners. Before Justice Field gave 
this opinion on November 1, 1869, a 
number of the states had set up insur- 
ance regulatory authorities, but the 
assumption is that there was consid- 
erable confusion as to the extent of 
the power of the states to regulate 
insurance. That there were many 
conflicts as between one state and 
another is certain, and probably only 
the fact that the business was not con- 
ducted on the extensive scale of to- 
day prevented even greater difficul- 
ties over regulation than developed. 


The decision in Paul v. Virginia 
set in motion the chain of events 
which soon made it apparent that 
greater cooperation between states 
was necessary, if utter regulatory 
confusion were to be avoided. 


George W. Miller, a Rochester at- 
torney who had been named New 
York state superintendent of insur- 
ance in 1870, is credited with having 
taken the initiative in calling the 
meeting out of which the commis- 
sioners’ organization developed. As 
a result of his correspondence with 
the commissioners of the other states 
a meeting was called in New York 
City on May 24, 1871. Representa- 
tives of nineteen states attended— 
California, Connecticut, Illinois, In- 
diana, Kansas, Kentucky, Maine, 
Maryland, Michigan, Minnesota, 
Missouri, Nebraska, New Hamp- 
shire, New Jersey, New York, Penn- 
sylvania, Rhode Island, Tennessee, 
and Wisconsin. 


Then as now there were, in addi- 
tion to the commissioners, many in- 
surance company representatives and 
students of insurance in attendance. 
They participated in the discussions, 
which followed two general lines. 
The first line concerned matters 
which were under the control of the 
commissioners, such as the forms 
which annual statements should take, 
the credit to be given to official cer- 
tificates, and the like. The second 
line concerned the question of what 
types of legislation should be recom- 
mended, with such questions as stand- 
ard methods of computing reserves, 
deposit requirements, taxation, in- 
vestments and dividends all coming 
in for attention. After ten days of 
deliberations several conclusions 
were reached. One concerned the re- 
quirement of uniform forms of an- 
nual statements by insurance compa- 
nies. Another was the requirement 
that insurance carriers need post de- 
posits only in the state in which they 
were domiciled. A _ third recom- 
mended the appointment of one at- 
torney by each company in each state 
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in which it operated, to receive serv- 
ice of process. 


Before adjournment the conven- 
tion elected Superintendent Miller of 
New York as its first president, 
named Llewellyn Breeze of Wiscon- 
sin as vice-president, and chose Henry 
S. Olcott, a New York reporter, as 
secretary. 


In the years that have passed since 
the need for uniformity first drew the 
commissioners into a cooperative 
organization, a great deal of progress 
has been made in improving the 


= 
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smooth functioning of insurance reg- 
ulation by the states. In recent times 
there have grown up a number of or- 
ganizations of officials who perform 
parallel functions in the several 
states, and the cooperative pattern 
which was set by the insurance com- 
missioners has been followed with 
profit in many fields of state adminis- 
tration. It is safe to say that none 
of these, however, has sounder 
achievements to its credit than has the 
National Association of Insurance 
Commissioners. 


One of the problems which has 
proved difficult of solution for many 
organizations of elected or appointed 
officials, but which the National As- 
sociation of Insurance Commission- 
ers has surmounted, is that of the 
lack of continuity in membership. 


The turnover in commissionerships 
has been about what might be ex- 
pected under the circumstances, but 
always there have been enough vet- 
eran commissioners remaining in of- 
fice year after year to permit the con- 
tinued smooth functioning of the na- 
tional organization. Among the oldest 
members of the association in point 
of continuous service at the present 
time are George A. Bowles of Vir- 
ginia, Chris A. Gough of New Jer- 
sey, Charles F. Hobbs of Kansas, 
John J. Holmes of Montana, Frank 
N. Julian of Alabama, Edgar B. Sims 
of West Virginia, and William A. 
Sullivan of Washington. 


ECAUSE 1942 was an election 

year in many states a number of 
new faces have joined the ranks of 
the association since the last annual 
meeting, held at Denver. Among 
them are J. Austin Carroll of Rhode 
Island, William Egleston of South 
Carolina, William P. Hodges of 
North Carolina, Gregg L. Neel 
Pennsylvania, Rodney  Barrus 
Wyoming, Howard M. Cullimore 
Idaho, D. A. Forbes of Michigan, 
and J. Roth Crabbe of Ohio. Thomas 
J. Cullen, acting superintendent of in- 
surance of New York, has been a fa- 
miliar figure at meetings of the com- 
missioners for years, as chief deputy 
in the New York department. 


As in other years much of the pre- 
liminary work of the convention has 
been done by committees. The exec- 
utive committee met at Columbus, 
Ohio, on April 9-10, and chose com- 
missioner John B. Gontrum of Mary- 
land to fill the chairmanship which 
had been vacated by the resignation 
from office of superintendent John 


‘A. Lloyd of Ohio. One of its prin- 


cipal actions was the drafting of con- 
stitutional amendments that would 
enlarge the executive committee from 
seven to ten elected members. The 
amendments prepared for voting on 
at the Boston convention provide 
that each of the six zones elect a 
member of the committee from its 
membership, that three members at 
large be elected during the annual 
meeting, and that the retiring presi- 
dent become an ex-officio member. 
The three officers—president, vice- 
president, and chairman—would also 
be members as formerly. 


Cognizance was taken of the need 
for keeping abreast of social secur- 
ity developments by adoption of the 
following resolution: “That the pres- 
ident of the National Association of 
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Insurance Commissioners be re- 
quested to appoint a -committee to 
make studies to determine whether 
the Beveridge Plan or any similar 
plan, including any proposal to ex- 
pand the Social Security Act, unfair- 
ly invades the field of private enter- 
prise insurance under state supervi- 
sion and to report its findings to the 
executive committee from time to 
time.” 


Decision was taken to provide for 
the association’s doing its own work 
in establishing valuations of ‘securi- 
ties in the future, since the commer- 
cial statistical organizations have re- 
ported themselves as too short of 
manpower to continue the perfor- 
mance of this function at the present 
time. Under a resolution adopted by 
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the executive committee and later ac- nies which act as fiduciary ageiits of 
cepted by the valuations committee it the War Damage Corporation. The 
is provided that “in lieu of contract- blanks committee recommended fur- 
ing with statistical organizations as ther simplification of the annual 
heretofore, the committee on valua- statement, in line with the wartime 
tion of securities other than real trend toward elimination of unessen- 
estate is authorized to undertake the tials. Hope for development of agree- 
valuation of securities and determina- ment on a single nation-wide rating 
tion of amortizability of bonds pur- plan evaporated at a meeting of the 
suant to the basis to be adopted by fire and casualty advisory committees 
the association. of the interstate rating committee of 

At later committee meetings in the National Association of Insur- 
New York several topics were dis- ance Commissioners. The problems 
cussed in preparation for presenta- arising out of interstate rating and 
tion to the Boston convention. One tax allocation are hardy perennials 
concerned bridging the gap between at the commissioners’ gatherings. 
War Damage Corporation insurance (AS oe 
and fire and extended coverage insur- In view of wartime conditions 
ance. Another was the information there has been agreement that the 
which state regulatory authorities Boston convention should be purely 
should obtain from insurance compa- a business session. 
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Current Developments in 
Federal Crop Insurance 


TOPIC which was getting a 

great deal of attention and dis- 
cussion at meetings of insurance men 
only a few years ago was the pro- 
posal for setting up, under Federal 
auspices, a program tor the insurance 
of growing crops against all risks 


In some quarters there was the 
standard objection that the inaugu- 
ration of any such plan would give 
government a foothold in the insur- 
ance business, and that it was only 
natural that, in the future, this foot- 
hold might be exploited to the point 
where competition between govern- 
ment and private carriers would de- 
velop in other insurance __ fields. 
\gainst this there was a body of 
opinion to the effect that several pri- 
vate insurance carriers had attempted 
to write crop insurance upon a limited 
scale and had been forced to abandon 
it after sustaining losses, and_ that 
since the coverage was not being of- 
fered by private companies, there 
could be little valid objection to the 
Federal government's attempting to 
make a success of it. 


Eventually the plan was placed in 
operation. The Federal Crop Insur 
ance Corporation was created, and 
Leroy K. Smith was chosen manager 
of its activities. A method of paying 
premiums and indemnities in kind 


was worked out, decision was had to 
confine the Corporation’s operations 
in the beginning to wheat, the huge 
task of estimating normal crop yields 
for each farm was initiated, and a 
certain percentage of the nation’s 
wheat farmers began to insure their 
crops. After three years of opera- 
tions in wheat, another crop—cotton 
-was made eligible for insurance. 
As soon as the crop insurance pro- 
gram actually had begun to function 
the interest of fire insurance men in 
the subject dropped off sharply, and 
for several years now it has been the 
unusual thing to hear any mention of 
insurance on growing crops at insur- 
ance gatherings. Save for the very 
considerable number of farmers who 
were insuring their crops, the ques- 
tion of whether it was desirable for 
the Federal government to furnish 
such protection seemed a dead issue. 
Very recently, however, Federal 
crop insurance has come once more 
into the limelight. Animated, appar- 
ently, by hostility toward some of the 
activities in which the Farm Security 
Administration has been engaging, 
the sub-committee on Department of 
Agriculture of the United States 
House of Representatives committee 
on Appropriations some weeks ago 
failed to include approval of a new 
appropriation for crop insurance in 





its recommendations, and the Depart- 
ment of Agriculture appropriation 
passed the House with no provision 
for funds for the Federal Crop In- 
surance Corporation. There is wide- 
spread belief that funds for crop 
insurance will be provided eventually, 
but enough publicity was given the 
sub-committee’s action to rouse again 
the interest of many insurance men 
in what progress the crop insurance 
program is making. 


The success of the Federal Crop 
Insurance Corporation, or its short- 
comings, can best be assayed by a 
study of the transcript of a hearing 
before the sub-committee of the 
House committee on Appropriations 
mentioned above. The sub-committee 
had Rep. Malcolm C. Tarver, Geor- 
gia, as chairman, and as members 
Reps. Clarence Cannon, Missouri; 
Harry B. Sheppard, California; EI- 
mer H. Wene, New Jersey; William 
P. Lambertson, Kansas; Everett M. 
Dirksen, Illinois, and Charles A. 
Plumley, Vermont. Reps. Tarver and 
Dirksen were especially searching in 
the questions which they directed at 
Federal Crop Insurance Corporation 
manager Leroy K. Smith, and man- 
aged to bring out a good deal of in- 
formation concerning the corpora- 
tion’s operating philosophies and 
methods and the results which have 
been achieved. 


The financial highlight of the hear- 
ing was that Federal crop insurance 
has shown a loss of $17,832,281 dur- 
ing the four years of insuring wheat 
and one year of insuring cotton, this 
being merely the difference between 
premiums received and indemnities 
paid. Administrative expense has 
been $30,085,630 additional, making 
the total four-year cost of the pro- 
gram $47,917,911. 


The principal reasons given for the 
failure to break even are the heavy 
expense required to get the program 
started, and the shrewdness of wheat 
farmers in outguessing the Federal 
Crop Insurance Corporation. It is 
held that these factors no longer will 
operate against the program, at least 
to the same extent. 


Following are significant excerpts 
from the transcript of the hearing, 
which tell a very graphic story of the 
current status of the Federal crop in- 
surance program: 


Mr. Smith: I want to talk to you 
a little bit about the things which we 
have accomplished in the last year, 
and also the things that we have done 
in trying to effect as many economies 
as we could in the administration of 
the program. Last year was the first 














year that we have ever had cotton 
insurance in effect. We wrote insur- 
ance on approximately 176,000 cot- 
ton farms, with some insurance in 
each of 931 counties in 18 different 
states. 


Rep. Tarver: You are still show- 
ing a substantial loss (in the cotton 
program), as you did in the wheat 
program’ 

Mr. Smith: Yes sir; but this is 
the first year. 

Rep. Tarver: And you are still 
showing a loss for the wheat pro- 
gram ? 

Mr. Smith: Yes sir; we are still 
showing a loss in the wheat pro- 
gram, but we have had by far the 
best year in wheat that we have ever 
had. Our loss was about 20 per cent 
in excess of the premiums collected. 

Rep. Tarver: But you are still 
losing money ? 

Mr. Smith: Yes sir. 

Rep. Tarver: And in addition to 
losing money, when you compared 
the premiums received to the amount 
of money paid out in indemnities, 
the Government is losing the total 
amount of the administrative ex- 
penses ? 

Mr. Smith: Yes sir; the adminis- 
trative expenses have been in addi- 
tion to the amount we have had to 
pay out. 


Rep. Tarver: Now will you con- 
tinue your general statement, please. 

Mr. Smith: I had just started taik- 
ing about the amount of business we 
secured (in the cotton crop insurance 
program ) and the amount of business 
we expected to get. It was spotty in 
the respect that some of the counties 
were able to carry on all of the work 
that was required of them and still 
do a good job, so far as cotton crop 
insurance was concerned. In other 
counties they seemed to have their 
hands full with the other work that 
they were required to do, and they 
did not get very deeply into cotton 
insurance. 

Rep. Tarver: How many cotton in- 
surance contracts did you make? 

Mr. Smith: 176,000. 


Rep. Tarver: Then you did not 
have anything like 10 per cent of the 
larms insured. 
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Mr. Smith: We had 10 per cent 
of the acreage. We probably had 
larger than the average farms insured. 
In some of the counties we had very 
high participation in the insurance 
program. In some states we had 
very high participation. We had al- 
most 20 per cent in South Carolina, 
and close to that percentage in Geor- 
gia. In other states we fell down as 
low as 5 per cent or 6 per cent, but 
the fact is that in those counties 
where they were able to find time 
to really include the cotton crop in- 
surance with their program we did 
have splendid participation for the 
first year. When you can get 10 per 
cent of the farms interested in the 
first year of this kind of a program 
you are getting good results. 

Rep. Tarver: How much of this 
administrative expense of $8,572.- 
954 for the last fiscal year has been 
occasioned on account of the cotton 
part of the program? 


Mr. Smith: I cannot give you the 
exact figure on that, but it would 
probably be close to one-half of it. 

Rep. Tarver: And the same thing 
is true of the 1942 appropriation be- 
cause you were getting ready for the 
cotton program then? 


ment, and the Government is losing 
between $4,000,000 and $5,000,000 
on administrative expenses, and will 
lose the 20 per cent the farmer has 


gained. 


Mr. Smith: I think it is rather 
difficult to say that the cotton farmer 
gained that much, because in the case 
of these cotton farmers the amount 
that we paid them only offset the 
loss they sustained because they had 
a short crop. Our money just goes to 
those with short crops to help pay 


their loss. 


Rep. Tarver: I understand he did 
not gain when you take into consider- 
ation his loss on account of weather, 
droughts, and heavy rain and what 
not which may have prevented his 
having a full crop, but he has gained 
over what he would have had if he 
had not had the insurance program. 


Mr. Smith: That is right. 


Rep. Tarver: And the Government 


is loser. 


Mr. Smith: Yes sir; the cotton 
farmers, as a whole, have collected 


more than they paid in. 


Rep. Tarver: Yes; and that has 
been true of the wheat farmers every 
year since the program first started ? 


Mr. Smith: That is right. 
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Total Cost to Government 


and Use, Agricultural Land Resources.” 





Administrative expense does not include 1938 expense 


Analysis of Annual Costs—W heat and Cotton Crop Insurance 


| : | 
1940 1941 | 1942 1943 | Total 


| 

1939 

Wheat: | | 
Premiums | $3,411,019 | $ 9,155,271 | $ 7,096,813 | $ 8,436,424 $28,099,527 
Indemnities | 5,605,931 13,826,427 13,926,437 12,158,003 45,516,798 

| a 
Deficit | $2,194,912 $ 4,671,156 | $ 6,829,624 | $ 3,721,579 $17,417,271 
Cotton: | | 

Premiums $ 6,140,273 $ 6,140,273 
Indemnities } | 6,555,283 6,555,283 
Deficit pou $ 415,010 $ 415,010 
Total Deficit, Wheat and Cotton $2,194,912 | $ 4,671,156 | $ 6,829,604 $ 4,136,589 $17,832,281 
Add Administrative Expense 4,457,932 | 5,691,405 5,185,644 7,919,707 $7,830,942 30,085,630 


$6,652,844 | $10,362,561 | $12,095,268 | $12,056,296 | $7,830,942 | $47,917,911 


8 of $234,546 covered by funds transferred from ‘Conservation 








Mr. Smith: Yes sir; it will be al- 


most half and half from now on. 
Rep. Tarver: What was the total 


value of the 64,000 bales of cotton 
that you received as premiums in 


1942? 


Mr. Smith: It would be approxi- 


Rep. Tarver: “So this is another 


method of Government subsidy ? 


Mr. Smith: Well, if you want to 
put it that way. Of course, I would 
like to make a few comments with 
regard to the losses that we have had 
up to the present time, Mr. Chair- 


mately that amount at the rate of 20 man. 


cents a pound. It would be around 


$6,400,000. 


Rep. Tarver: And you are asking 
for and have already paid out in in- 


demnities more than that amount ? 


Mr. Smith: Yes; it looks like it 


would be at least 120 per cent of the 
amount collected, sir. 


Rep. Tarver: So the cotton farm- 
er made 20 per cent on his invest- 





Rep. Tarver: Yes; we will be glad 


to hear you. 


Mr. Smith: Of course, in our pro- 
gram our efforts have been to estab- 
lish a yield for insurance purposes 
on each farm, the amount that repre- 
* sents the prospective yield of the 
farm, and that is a tremendous task. 
We have worked for four years now 
on wheat, refining these yields on a 
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couple of million farms, and we are 
now making an effort to do it on cot- 
ton, and it takes some experience and 
some time to establish the proper in- 
surable yield on each one of these 
individual farms. Our first year on 
wheat was not very good. The sec- 
ond year was better, and the third 
and fourth years better still, and nat- 
urally now we are getting the yields 
on our wheat farms in better shape. 
i 


Rep. Tarver: And last year was a 
good wheat year; was it not? 

Mr. Smith: Yes; it was in some 
parts of the country, but in other 
parts of the country it was probably 
worse than it has been in a long time. 

Rep. Tarver: Is the wheat farmer 
still outguessing you on this thing? 
You told us last year he would find 
out in August and September 
whether the next year was going to 
be a good wheat year, and if it was 
not going to be a good wheat year 
he would take out insurance with you, 
and if it was he would not take it. 
Is he still using those methods? 

Mr. Smith: Under the present 
plan of granting insurance he is going 
to have to go into the program and 
stay with us for three years, and he 
will not be able to guess from year 
to year. That was the thing I dis- 
cussed with you when I was up here 
last year. 

ee 


Mr. Smith: I would like to answer 
your question about why some of the 
farmers might be able to outguess us. 

Rep. Tarver: Frankly, I have 
never understood how they could do 
it. That is your theory, and I do not 
want it to be stated as mine. 

Mr. Smith: I think in the Plains 
territory they realize in August 
whether or not they have moisture or 
do not have moisture, and they were 
able to take advantage of the insur- 
ance program as long as it was of- 
fered on a one-year basis. So we 
have put it on a three-year basis be- 
ginning this year. In 1942 many of 
these losses occurred in the Oklaho- 
ma and Texas area. They had a 
green-bug infestation in that area in 
the spring of 1942, and I do not be- 
lieve those farmers knew the August 
before that they were going to have 
that green-bug infestation. The ma- 
jority of our losses occurred in the 
area along the Mississippi river, cen- 
tering in the state of Illinois, extend- 
ing over into Missouri and into Kan- 
sas on the west, and into Indiana and 
part of Ohio on the east. That came 
about because of wet weather the fall 
before and the inability to get the 
crop planted properly, and it created 


JouRNAL oF AMERICAN INSURANCE 


a lot of winter kill in the wheat. I 
do not believe these Illinois and In- 
diana farmers knew the August be- 
fore that they would have this wet 
weather and winter kill. They cer- 
tainly had a poor crop in that area. 








* * * 

1942 Crop Year—Analysis of Cotton 

Premiums and Indemnities by States 

States Insured | Premiums | Indemnities 

Farms 

Alabama 12,004 $ 262,775 $ 450,191 
Arizona 697 - 74,093 8,401 
Arkansas 8,722 252,745 311,630 
California 1,459 101,525 16,968 
Florida 917 11,517 28,270 
Georgia 25,899 720,472 700,642 
Illinois 307 6,140 2,797 
Kentucky 339 3,669 2,859 
Louisiana 11,659 382,334 516,435 
Mississippi 9,544 268,845 40,333 
Missouri 3,990 71,746 15,476 
New Mexico 1,778 155,838 52,547 
North Carolina 9,678 115,483 9,491 
Oklahoma 9,900 337,948 434,594 
South Carolina 20,712 684,713 895,049 
Tennessee 3,882 55,767 4,254 
Texas 54,355 2,628,569 3,064,893 
Virginia 655 6,085 443 

Total. 176,497 | $6,140,273 | $6,555,283 




















Rep. Tarver: What is your idea 
about the ideal basis of operation of 
this thing? Do you feel that every 
year’s premiums and _ indemnities 
should balance each other, or do you 
expect the premiums to balance the 
indemnities and the administrative 
expenses combined ? 

Mr. Smith: Our efforts have been 
to make the premiums balance the in- 
demnities. 

Rep. Tarver: And let the Govern- 
ment stand the loss on the adminis- 
trative expenses ? 

Mr. Smith: Yes; and I think that 
was contemplated when the legisla- 
tion was passed. 

Rep. Tarver: Well, even on that 
basis you have sustained heavy losses 
every year. Over what term of years 
do you think this thing would balance 
up, remembering now that you have 
to get back $17,000,000 that you lost 
in order to balance it? 

Mr. Smith: It would be difficult 
to estimate how long it will take to 
balance out considering also the $17,- 
000,000. It would depend on the 
kind of crop years. 

Rep. Tarver: I want to know how 
long you think it is going to be be- 
fore we are able to show that this 
program as to premiums and as to 
indemnities has balanced itself; how 
many years do you think will be nec- 
essary for that purpose? 

Mr. Smith: I think they will bal- 
ance in the course of this three-year 
period just ahead where the contract 
is on a three-year basis, if they are 
average years. 

Rep. Tarver: Do you mean you 
will get back in premiums this $17,- 





000,000 with the indemnities paid in 
a three-year period, one year of which 
has already elapsed ? 


Mr. Smith: No, I mean for the 
three-year period 1943-1944-1945 | 
expect that it will balance, that is the 
premiums will equal the indemnities 
for that period !:it not eliminate the 
$17,000,000 that we are behind at the 
present time, unless we have years 
where the crop is uniform over the 
country. I believe that by means of 
the three-year contract we will elim- 
inate this year-to-year selectivity, 
which is the thing that has cost us 
more than anything else. We believe 
our rates are high enough if we can 
eliminate this opportunity that the 
farmers have had to get in in bad 
years and take insurance and get out 
in good years. We feel our rate 
structure is sufficiently high since we 
have eliminated the year-to-year se- 
lectivity. 

Rep. Wene: How do your rates 
compare with other insurance rates? 

Mr. Smith: There are no other 
insurance rates of this kind to use as 
a comparison. Farm crops are insured 
by hail and fire insurance companies 
against destruction by hail or fire, but 
we insure against all hazards to 
crops, so naturally our rates are 
higher. 

ee oe 


Rep. Dirksen: You are more than 
3,000,000 acres short in 1942 as 
against 1940, and you are 2,500,000 
acres short in 1942 as against 1941. 


Mr. Smith: I must have misunder- 
stood your question; my reply re- 
ferred to a comparison on a farm 
basis. If you are talking about acre- 
age, yes; the acreage is less in 1942. 
This came about on account of the de- 
crease in number of big farms insur- 
ing in the Great Plains territory when 
they began to get more moisture in 
those areas, and the increase in the 
number of farmers insuring in the 
east where farms are smaller. So even 
though we got an increase in the num- 
ber of farms there is a decrease in the 
total acres insured. I think the state of 
Illinois leads the nation in the num- 
ber of farms insured. If we had had 
a three-year contract in effect earlier 
we would have held this insurance 
in force on those farms in the west. 
that is, they would not have had the 
opportunity to move in and take in- 
surance when it was dry and _ then 
move out when there was plenty of 
moisture and a good crop was in 
prospect. 


Mr. Smith: We hope to put our 
cotton program also on a three-year 
basis as soon as possible, and we do 
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not feel that we are limited by legis- 
lation to write one-year contracts the 
first three years. If you gentlemen 
will recall the legislation limited us 
to one-year contracts in the first three 
years of our wheat program. It would 
have been impossible to have started 
a three-year contract at the start of 
the wheat program. We feel that we 
can do that on cotton right away. 
The other thing is that our analysis 
of our experience so far indicates 
that we are offering too much protec- 
tion in instances where the crop is 
abandoned soon after it is planted. 
! would like to talk about that with 
regard to wheat first. In the winter 
wheat area the farmers plant their 
wheat in the fall. After it is planted 
there is nothing else to do with it ex- 
cept hope for the best through the 
winter, and when spring opens up if 
the crop is winter killed, if it is gone, 
the farmer is privileged to go ahead 
and put that acreage in another crop, 
such as corn, soybeans, or any crop 
of that kind. We have guaranteed 
three-quarters of a crop at that time. 

We felt when the legislation was 
prepared, and I am sure Congress 
felt and was led to believe, that there 
would be no moral risk involved in 
this kind of insurance if we only 
guaranteed three-quarters of a crop. 
However, we have since come to the 
conclusion that there is a considerable 
amount of moral risk in insuring a 
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farmer three-quarters of a crop if he 
loses the crop immediately after it is 
planted, because he-has not invested 
anywhere near three-quarters of the 
value of the crop up to that time. 
We believe that we should put into 
effect some other kind of an adjust- 
ment in those cases where a farmer 
plants his crop and cannot get it to 
a stand, and is able to use that land 
for another crop. 


Our present plan is to pay only 
one-half of a full indemnity in those 
instances where the wheat crop is 
abandoned and the land used for 
another crop. Since our losses have 
been particularly heavy in those areas 
where crops are abandoned, we be- 
lieve this change will materially help 
our financial position. We are away 
ahead in North Dakota and in Mon- 
tana and Colorado, and in that whole 
area where they plant wheat and leave 
the crop go clear through to matur- 
ity and try to raise a wheat crop. We 
are ahead in the spring wheat belt in 
Washington, Oregon, Montana, 
North Dakota, and Minnesota. 


* *K * 


Rep. Dirksen: Suppose you know 
that there is an inadequate supply 
of moisture in a given area in the 
late summer. Do you feel in duty 
bound to go in there, knowing that 
there may be winter kill, or that 
there may be an abandonment of the 
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crop? Do you still feel duty bound 
to go in and write crop insurance 
knowing that you are going to take 
a loss in that area? 

Mr. Smith: Yes sir; because the 
rates established in such an area are 
sufficiently high to protect both in 
good years and poor years and it 
would be unfair to charge this high 
rate in favorable years then refuse 
to write insurance if the year ap- 
peared unfavorable. However, we do 
not feel that we should insure in the 
poor years and then permit the farm- 
er to stay out in the good years. 
That is why we established the three- 
year contract. 

Rep. Dirksen: You know fairly 
well in advance that there is going 
to be a loss, but notwithstanding that 
fact you would still go into that area 
and insure the crop? 

Mr. Smith: We have done that in 
the past. 

Rep. Wene: But you have a dif- 
ferential in the rate, you say? 

Mr. Smith: Yes. For instance in 
the areas where droughts are preva- 
lent the rate might be two bushels to 
each six or seven bushels of coverage. 
In areas where droughts are not prev- 
alent the rate might be half a bushel 
for a 20-bushel coverage. The reason 
the rate is high in drought areas is 
because there have been dry years be- 
fore. So it would be basically wrong, 



































Analysis of Wheat Premiums and Indemnities by States 
1939 Crop Year 1940 Crop Year 1941 Crop Year 1942 Crop Year 
State 
ng Premiums Indemnities — Premiums Indemnities —_ Premiums Indemnities —_ Premiums Indemnities 

Arizona... . : ee, Gee. yam tn Ea Sek eens sda akan 140 $2,107.02 $30,520.89 184 $4,813.08 $4,661.19 
Arkansas. . . : ey eet ee ) ccthanard GE SPOR Peet aN ae aks 38 200.31 1,350.09 39 313.43 2,186.29 
California........ } | 1,002 $46,087.64 | $163,463.24 1,988 | $128,487.46 $453,885.41 2,210 120,428.34 705,598.42 2,695 259,712.37 489,959.92 
Colorado...........} 1,429 33,486.85 90,291.59 3,491 140,466.84 259,662.82 4,975 173,016.46 87,755.08 4,138 157,637.66 94,644.62 
Delaware... .. Lt 79 534.89 456.89 451 3,875.48 4,737.86 575 3,726.74 4,126.01 730 6,806.52 2,422.46 
Idaho. sre eee 1,708 30,811.75 42,418.03 6,334 80,046.62 55,318.64 9,430 105,659.96 278,659.59 8,075 141,833.19 171,329.77 
Illinois. Seat ating 6-ohs 12,189 100,361.65 33,513.68 | 14,254 150,654.61 23,959.48 | 32,895 263,430.53 402,766.45 | 29,601 331,148.20 2,166,662.38 
Indiana....... 11,156 79,997.11 90,336.95 | 26,884 197,736.34 85,605.99 | 30,540 199,728.73 34,783.52 | 32,022 312,587.65 1,618,447.44 
Towa am 4,645 28,726.53 62,577.17 6,515 63,132.17 29,226.28 6,093 50,630.53 582,694.57 6,894 102,779.97 100,766.83 
Kansas eae 14,887 366,843.78 870,664.66 | 58,398 | 2,324,901.86 4,770,429.68 | 53,991 | 1,639,964.76 2,234,903.36 | 42,165 | 1,206,705.53 2,017,639.63 
TREES RS EE. EAE Se Se See 945 12,216.88 7,471.26 605 6,148.72 1,143.19 779 12,911.51 17,199.29 
Maryland Sma lathe 985 6,818.87 4,739.55 1,256 13,669.66 7,781.78 1,690 13,492.55 10,769.60 2,448 27,215.28 22,551.18 
Michigan . ee 5,057 17,610.18 24,211.51 | 15,173 56,285.35 41,695.02 | 13,194 54,894.74 81,830.93 | 32,253 * 202,328.67 249,585.63 
Minnesota . a alae 10,211 104,305.53 103,925.68 | 19,604 260,942.23 82,193.10 | 13,584 153,134.13 358,848.72 | 20,747 258,299.35 87,131.96 
Missouri. ....... 15,735 102,820.38 90,177.79 | 20,116 160,453.80 87,173.41 | 20,867 159,805.47 1,347,858.97 | 30,016 287,545.43 1,428,970.29 
Montana. TR 5,200 307,582.22 366,897.43 18,894 327,527.67 200,591.66 3,009 181,682.00 46,937.73 2,810 209,781.37 75,016.61 
Nebraska . ake hak 13,197 231,006.31 640,821.41 | 53,924 | 1,147,180.61 3,077,516.53 | 57,272 | 1,282,997.06 5,737,131.52 | 67,074 | 1,958,824.00 413,834.29 
Nevada. . Sa ta 38 283.62 1,938.14 104 1,386.71 3,272.45 102 1,128.77 1,533.21 92 1,606.32 2,043.52 
New Jersey anadled 29 130.45 116.82 109 494.73 195.36 155 749.67 1,392.98 267 1,655.22 561.15 
New Mexico puree 111 5,628.49 16,270.54 57 7,390.48 12,225.57 232 16,561.96 47,147.81 392 33,616.10 6,732.82 
New York : 652 3,162.55 3,753.36 878 4,187.22 1,533.86 966 5,021.80 9,574.57 1,884 13,675.01 5,209.39 
North Carolina... . NaS SN eer Ser 197 899.04 323.53 447 2,263.17 1,578.83 1,848 9,790.30 5,080.38 
North Dakota. ... 28,091 | 1,032,370.55 | 1,042,324.46 | 30,448 | 1,464,196.37 1,271,168.30 | 18,938 679,812.35 148,015.41 | 13,800 465,780.06 29,089.55 
_ _ Sea 10,252 79,277.08 64,785.89 | 27,668 220,298.00 57,184.88 | 31,256 200,723.25 111,653.98 | 40,862 357,436.89 415,871.80 
Oklahoma. .. bas 8,635 133,687.11 243,830.60 | 22,520 570,312.43 772,720.63 | 22,852 402,886.09 1,003,645.31 | 22,975 603,319.33 1,091,125.06 
Oregon. . . pss, 662 32,156.77 56,251.86 1,973 146,959.34 90,510.07 4,657 126,656.14 125,305.28 3,990 144,936.32 70,830.21 
Pennsylvania. Bes 2,299 9,531.48 5,269.12 5,788 31,169.35 24,782.96 7,173 33,344.10 61,652.21 7,086 47,916.81 79,834.03 
South Dakota..... 10,644 395,744.77 922,191.42 | 19,446 726,930.68 953,580.14 | 12,585 458,247.44 406,596.86 9,553 397,877.78 129,987.78 
Tennessee... .. . jhe ioe key choo dan ce Maecd: sane 238 2,464.26 1,072.27 188 1,205.31 523.02 1,670 9,933.39 5,204.62 
eee 3,677 196,493.78 538,123.68 | 10,858 683,403.94 997,469.70 9,377 521,356.67 1,455,821.33 9,785 554,250.98 1,190,910.64 
Utah eee 452 7,035.06 27,004.10 643 13,928.36 8,436.41 2,985 31,107.94 23,671.76 4,748 44,416.98 74,367.15 
Virginia met ewee 916 4,722.08 3,097.23 1,164 8,644.03 3,928.35 2,481 15,228.10 22,101.31 2,700 22,434.03 9,550.45 
Washington es KFA 1,332 41,516.91 46,624.37 3,453 142,450.26 109,353.82 3,878 127,123.14 86,687.50 4,593 180,062.17 45,450.22 
West Virginia. rk 1 3 4 a o ppt S Spee 88 705.27 965.02 516 4,300.61 6,840.65 
W iseconsin........ ‘ 183 696.31 4,272.46 537 2,044.90 2,221.77 640 2,276.84 11,304.79 2,343 12,876.77 7,079.41 
Wyoming. ......... 321 11,577.63 41,212.16 1,188 60,533.58 149,955.60 1,293 59,367.16 14,588.88 745 49,295.59 19,224.86 

Add excess of cost of 

imventory oversales}........]............. $5,601,561.79 |........ $13,647,184.59 NRT Seika ek Besregueave tion 
Deduct excess of inven- 
tory sales over cost tine FS: 5 sch fit 4,360.62 |........ Reemetiek ton 179,242.92 : eee 1,555,000.68 ae sited as ere 

Total........| 165,775 | $3,411,019.43 | $5,605,931.41 | 360,496 | $9,155,271.25 | $13,826,427.51 | 371,401 | $7,096,813.20 | $13,926,437.02 | 412,519 | $8,436,423.87 | $12,158,003.47 
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it seems to me, to refuse the farmers 
insurance to cover their crops in un- 
favorable years. 

Rep. Dirksen: It is like placing an 
insurance policy on a house when 
you know absolutely that the house 
is going to burn down. 

Mr. Smith: But with term insur- 
ance running for a number of years 
we not only give them insurance in 
bad years, but they must carry on 
into good years, which will make the 
rate sufficiently high to pay the losses. 
It was dangerous with a one-year 
contract, but it is not at the present 
time with the insurance extending 
over a period of three years. 

. & "> 

Mr. Smith: There is one other 
thing about the arrangement of our 
program so far as expenses are con- 
cerned. When we started it in 1939 
it cost us $26.89 for each contract 
handled, for each farm that we had 
insured. We cut that down to $15.79 
in 1940, and we cut that to $13.96 in 
1941, and to $11.89 in 1942, and our 
estimate for that in 1943 will be 
$7.40 for each wheat contract. On 
cotton the first year the cost was 
about $17 a contract to handle them, 
and our estimate for 1943 is that it 
will be $7.82 to handle each cotton 
contract. 

* * * 


Rep. Tarver: Do you think we 
ought to keep on making this appro- 
priation when you come in “in the 
red” every year without being able 
to balance your losses. 

Mr. Smith: I think there are rea- 
sons to justify this and I would like 
to discuss this just a little bit. After 
all, during the four years that we 
have operated our insurance program 
we have indemnified about 300,000 
wheat farmers the first three years. 
With the total on wheat and cotton 
for this year of about 130,000 we are 
going to have around 430,000 wheat 
and cotton farmers that will have re- 
ceived indemnities. I am not saying 
that we should continue to go into 
the red because of that. But I do be- 
lieve that it justifies to a large extent 
the administrative appropriations. 

Those are farmers who had short 
crops, who would have been short of 
funds, and I do not have any doubt 
but what, in the first few years of 
our Operation at least some of them 
would have been on relief if it had 
not been for the crop insurance. At 
the present time the farmers that 
have been indemnified will be able to 
go ahead and continue their farming 
operations; they are less apt to get 
discouraged and want to cease farm- 
ing when they can get some income 
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even if they have a loss of their crops. 
The fact that the people who get this 
money are people who have had hard 
luck raising crops, people who might 
leave the farm because of their mis- 
fortune, or if they remained might 
not be able to farm efficiently, justi- 
fies to a large extent the administra- 
tive appropriation. 

We realize that our actuarial basis 
is not perfect. Still we think that 
taken the country over our wheat 
rates are high enough and that with 
the three-year contract we will be 
able to break even on that program. 
As soon as we feel secure in the rates 
that are established on cotton we 
would like to establish three-year con- 
tracts on cotton, even though there is 
not as much opportunity to take ad- 
vantage of year-to-year selectivity on 
cotton as there is on wheat. We be- 
lieve that when we have established 
a three-year program on cotton con- 
tracts, and built into these two pro- 
grams a plan of paying a lesser in- 
demnity in the instances where the 
farmers have only partially carried 
their crops to completion, that we will 
be able to balance premiums and in- 
demnities without a material change 
in the rate structure that is estab- 
lished now. 

* * * 


Rep. Dirksen: It occurs to me, 
from the permissive intent of the 
statute which is found there, that it 
would be within the discretion of the 
administrator of that act not to write 
insurance in any area where there is a 
known hazard. Do you think that he 
has that discretion ? 

Mr. Smith: I think he has. Con- 
sidering further to your question a 
while ago with regard to writing in- 
surance where drought is apparent, I 
would say this: that we never write 
insurance where we’know there is go- 
ing to be a loss. As to a drought, it 
may rain. I farm in that area my- 
self, and I raised wheat in years 
when it appeared that there was go- 
ing to be a drought, because we did 
get rain. 

. 2 a 

Rep. Dirksen: Judge Tarver made 
an observation that this was guess- 
work, and that the farmer was sort of 
outguessing you on this. 

Mr. Smith: Yes. 

Rep. Dirksen: In a strict sense the 
farmer will know from conditions 
that obtain in a given area as to what 
the situation is with respect to the 
possibility of a loss. So it is not a 
question of outguessing you on the 
next year’s situation. Of course if he 
can do that then you definitely are in- 
suring against foreseeable and ascer 





tainable losses and hazards, are you 
not, in any crop year? ; 

Mr. Smith: Yes. 

Rep. Dirksen: In arriving -at the 
authority that you have under the 
law I have just a little difficulty in 
reconciling myself to the idea that 
that should be a five-year contract. 
What was the general policy of those 
who were in this field before in that 
respect? Did those companies face 
known hazards and go in and insure, 
or did they pull out? 

Mr. Smith: They offered their in- 
surance in small areas, and went all 
the way in those areas. At the pres- 
ent time I think some of the hail and 
fire insurance companies do not offer 
insurance in certain areas. Our phil- 
osophy has been all the time to estab- 
lish a rate sufficiently high so that 
we can carry the risk in both favor- 
able and unfavorable years. Our rate 
is established so that it is satisfactory 
over a period of years. Naturally it 
will not be high enough some years 
when the crop is poor, but it will be 
higher than necessary in years when 
the crop is good. 

If we can establish our insurance 
on a term contract, so that the farm- 
er has to continue his insurance with 
us for a term of years, our rate is 
sufficiently high. But if we were 
forced to continue on the basis of 
year-to-year insurance contracts, 
where the farmer could insure one 
year and stay out the next and in the 
next year and out the next, I doubt 
if our rates would be high enough. If 
we were to continue on a one-year 
basis we would always be in trouble 
because we would get maximum in- 
surance in the years when it was un- 
favorable, and no rate would hardly 
be high enough ginder those circum- 
stances. Yet we would be placed in 
the position of having to offer insur- 
ance because, after all, this rate is 
established for average years includ- 
ing both favorable and unfavorable 
years. If we were to follow a plan 
that seems to be in your mind, it 
seems that we would have to estab- 
lish a different rate each year depend- 
ing upon the prospective hazards, 
which I believe would be an impos- 
sibility. 

Rep. Dirksen: Would you agree 
with me, Mr. Smith, that if the farm- 
ers insured under this program had 
to be insured at a rate which would 
reflect the entire administrative cost, 
that rate would be so high to them 
that it would be virtually impossible 
for them to do business and there 
would be no incentive for them to 
come in under the program. 

Mr. Smith: I would agree with 
you on that. 
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Insurance Buyers in “Refresher Conference 





EAT MR RR 


HE insurance division of the 

American Management Associa- 

tion, which was. created to fill 
the need for a forum for interchange 
of experiences between buyers and 
sellers of insurance, held one of its 
largest and most heavily attended 
conferences on insurance management 
on May 25-26 at the Hotel New 
Yorker, New York City. The meet- 
ing, the eighteenth which has been 
held by the insurance division, drew 
an attendance of approximately six 
hundred. 

William F. Lund, manager of the 
insurance department of the United 
States Rubber Company, was chosen 
vice-president in charge of the insur- 
ance division, and will be formally 
clected to that post at the annual 
meeting of the American Manage- 
ment Association on June 15. He is 
one of the founders of the insurance 
division, and long has been active in 
its affairs. He succeeds Reginald 
Fleming, insurance broker. 

The conference was planned this 
year as a “refresher” meeting in the 
principles of insurance buying, and 
insurance subjects relating directly to 
war conditions were not stressed to 
any great extent. It was felt that, 
inasmuch as the meetings of the in- 
surance division over the past two 
years have been devoted largely to 
thoroughgoing exploration of the in- 
surance problems raised by war, it is 
no longer necessary to concentrate 
upon them to the same extent as for- 
merly. 

Among the subjects which were 
discussed were the revised New York 
state fire insurance policy, which goes 
into effect July 1, 1943, the operation 
of testing laboratories, insurance 
coverage and adjustment of losses, 
and the new types of insurance which 
may be expected to develop when the 
war has ended. 

Harry Kleinsmith, of the rating di- 
vision of the New York insurance 
department, presented a review of the 
post-war changes which may be ex- 
pected in insurance. Among the more 
important types of coverage which he 
predicted were the writing by single 
companies of policies which will give 
complete protection against all prop- 
erty losses, and the writing of single 
policies covering legal liability for all 
personal injury and property damage. 
That there will be more widespread 
use of the new coverages made avail- 


able, and that broader coverage will 
be afforded under present forms he 
held to be likely. He commented also 
upon the trend toward new forms of 
social insurance. 

As is usual at the conferences of 
the American Management Associa- 
tion much time was devoted to open 
discussions of insurance questions of 
current interest. Use and occupancy 
insurance, and boiler and machinery 
insurance, were two of the topics 
upon which lively sessions developed. 

One hypothetical use and occu- 
pancy situation which occasioned con- 
siderable comment was that which 
would develop in the event of loss to 
an assured having coverage under the 
old form, and under the new form 
carrying a priorities exclusion en- 
dorsement. There was held to be 
difference of opinion as to the liabil- 
ity of insurers under use and occu- 
pancy policies written before the 
adoption of the priorities exclusion 
clause, but that there is a growing 
body of opinion to the effect that lia- 
bility should not be limited on such 
policies on account of increased losses 
due to Federal directives. It was held 
that the limitation in the policy should 
be regarded as applying only to mu- 
nicipal codes, zoning ordinances, etc., 
as the contract intended. Delays due 
to wartime conditions, other than 
priorities, opinion was, would come 
within the scope of the policy. 

Another subject of interest dis- 
cussed in connection with use and oc- 
cupancy insurance involved ordinary 
payrolls. It was held unlikely that 
employees with their Selective Serv- 
ice standing to consider would be per- 
mitted to stand idle long, in case of 
loss to their employer which pre- 
vented their working, but would get 
jobs at once in other essential indus- 
try. This involves then the question 
of how much the insured must be 
paid under the policy. 

Other use and occupancy questions 
involved whether employees who had 
been receiving overtime pay as a 
routine matter would be paid on that 
basis in case of loss, or on straight 
time, and whether the coinsurance 
clause should apply to expediting ex- 
penses. The views of insurance com- 
panies on the application of the co- 
insurance clause differ, it was pointed 
out. Whether there is use and occu- 
pancy liability in connection with a 
loss in a war plant—if because of de- 


lay the government takes away a con- 
tract and has it filled elsewhere—was 
another question raised. Opinion was 
that special contract cancellation in- 
surance is the proper method of han- 
dling such a situation. 


_. hypothetical situations 
under boiler and machinery in- 
surance also were provocative of dis- 
cussion. One dealing with subroga- 
tion tmvolved an insured who was 
having new water-tube boilers in- 
stalled; these were being given per- 
formance tests by the contractor’s 
employees. They were insured by the 
plant owner under an extended boiler 
policy when they were put into oper- 
ation. When the contractor's . em- 
ployee blocked the automatic controls, 
opened blow-off valves, and then left 
temporarily, the boilers sustained 
damage. It was held that the damage 
would be covered under the new ex- 
tended form, but that there would be 
a right of subrogation against the 
contractor, unless there had been a 
hold harmless agreement before the 
occurrence of the accident. 


Prof. Ralph H. Blanchard, of the 
Columbia University School of Busi- 
ness, served as chairman of a panel 
of leading insurance buyers at one 
session which was devoted to the 
problems of operating an insurance 
department. One point of view ex- 
pressed was that it is the task of the 
insurance buyer for a large insured 
to sell to his employers the desirabil- 
ity of the insurance he purchases. To 
the employer the, buyer must justify 
his reasons for having purchased, or 
having failed to purchase, certain 
coverages in the event of loss. The 
feeling was expressed that no insur- 
ance producer can know the insur- 
ance needs of a particular industry 
as well as the insurance buyer for 
that industry. 

Whether insurance buyers should 
inquire closely into an insurance com- 
pany’s reinsurance treaties, was a 
question which grew out of the dis- 
cussion of important points to watch 
in an insurance company’s financial 
statement. On the subject of liabili- 
ity claims, it was held that the insurer 
should pay only when there is real 
liability, avoiding token claims and 
similar settlements as tending to build 
up claims. 
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Wartime Problems in Fire Protection 
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HE 47th annual meeting of the 
National Fire Protection Asso- 
ciation, held in Chicago on May 
10-13, highlighted the very important 
problems of fire prevention and con- 
trol in the country’s war industries. 
Of particular interest was an address 
before the Fire Marshals’ Section of 
the meeting on “Fire Hazards in War 
Plants” by chief engineer John Plant 
of the Fire Prevention Bureau of 
Chicago. He called attention to the 
fact that in spite of anticipation and 
dire predictions there had been a min- 
imum of sabotage in America’s war 
industry. He contrasted this with the 
enormous damage which has_ been 
caused by ordinary fire losses result- 
ing from lack of attention to well- 
known fire prevention principles. He 
cases of what 
re by stupid- 
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wuired at war plants. There was one 
rtant war plant that was well- 
equipped with outside fire hydrants 
Xt protection authorities required 
the installation of a high fence in or- 
er to prevent saboteurs from gain- 
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prevention and protection are well- 
known and it is necessary for those 
in charge of industrial and war in- 


dustries to pay more attention to 
them, at the same time maintaining 
the high standard which has been set 
for the prevention of unauthorized 
entry to war industries. 

James K. McElroy, who is in 
charge of fire prevention activities 
for the Federal Public Housing Au- 
thority and spent many years as an 
engineer for mutual fire insurance 
companies before taking this post, 
addressed the general session on 
“Fire Safety in Defense Housing.” 
He described the great variety of 
problems presented by the housing 
projects that are necessary to provide 
living quarters for defense workers. 
The problems range from the control 
of fire in thousands of automobile 
trailer homes to those in large fire- 
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resistive housing projects of the slum 
clearance type. It appeared at first 
that the problem of fires in trailer 
homes was a minor one and yet the 
records showed a series of losses of 
life by fires in trailer homes. One of 
the first accomplishments was the in- 
stallation of a second exit from the 
trailer homes so that the family could 
get out in case the principal exit was 
blocked by fire. In a wartime pro- 
gram calling for the rapid construc- 
tion of thousands of dwelling units 
it is necessary that standard plans be 
used. For this reason it is necessary 
at times for the Federal Housing 
Program to take precedence over local 
regulations and codes. He brought 
out, however, that in all cases plans 
are carefully surveyed by authorities 
and under the present program they 
are rapidly eliminating the fire haz- 
ards which at times were included as 
a result of the necessary haste. 


E. J. Hogan, chief of the storage 
branch of the War Production Board, 
spoke on “Safeguarding Critical Ma- 
terial Storage.’ When it first became 
necessary for the United States to 
accumulate supplies of critical mate- 
rials, these stocks were stored in the 
most convenient locations that could 
be secured at the moment. This re- 
sulted at times in tremendous accu- 
mulations of critical material in one 
spot. The rubber fire at Fall River, 
Mass., which destroyed a large part 
of the rubber stock pile, was a result 
of such an unfortunate accumulation 
of critical materials. It has been the 
object of the War Production Board 
to secure a spread of these critical 
materials so that only a small portion 
could be destroyed by a single fire. 
Warehouse space for such purposes 
must be reasonably fire-resistive, must 
be under the protection of a good 
fire department, and at the same time, 
must be at a location convenient for 
shipment by rail or water. 


The importance of forest fire con- 
trol in wartime was described by 
David P. Godwin of the United States 
Department of Agriculture, and 
chairman of the N. F. P. A. Forest 
committee. He stressed the impor- 
tance of wood as a wartime material 
and stated that Germany has made 
wood the No. 2 material on its pri- 
ority list, second only to steel. He 
also pointed out the importance of 
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forest fire control and the fact that 
our enemies are fully aware of the 
damage that could be done by the 
burning of large forest areas in this 
country. He quoted Army authorities 
to the effect that a Japanese plane 
launched from a submarine dropped 
at least one incendiary bomb in the 
forests of the northwest. Every year, 
he stated, an area almost as large as 
the New England States is burned 
over by forest fires in this country. 


Much technical information was 
given by speakers regarding pro- 
grams of the various government de- 
partments to control fire in war in- 
dustries. In connection with the sub- 
ject of incendiary bombs it was 
pointed out that our measures for 
control must be considered in the 
light of a long-time activity and not 
merely for the duration of this war. 
ven though it seems unlikely that 
the United States will be seriously 
bombed during this war, it is neces- 
sary that we recognize the possibility 
of future wars under conditions 
which might make the bombing of 
the United States much more likely. 
Military authorities stated that in- 
cendiary bombing of cities is only ef- 
fective when there are large quanti- 
ties of combustible material that can 
be ignited by incendiary bombs. Such 
attacks are not effective when 50% 
or more of the ground area is not 
occupied by buildings, nor when these 
buildings are largely of fire-resistive 
construction. There is a necessity for 
a larger proportion of fire-resistive 
construction in our cities in anticipa- 
tion of bombing in possible future 
wars. This makes even more impor- 
tant than previously, the campaign 
of fire protection authorities for fire- 
resistive construction wherever pos- 
sible. 


At the concluding session, the of- 
ficers of the Association were re- 
elected for a second term. They are: 
president, David J. Price, chief engi- 
neer, Bureau of Agricultural Chem- 
istry, Department of Agriculture ; 
vice presidents, Richard E. Vernor, 
Chicago and C. C. Johnson, New 
York; secretary-treasurer, Hovey T. 
Freeman, Providence, R. I.; and 
chairman of the board of directors. 
Albert T. Bell, Atlantic City. 











In the operations of one of our Workmen’s 
Compensation policyholders exposure to 
acids was causing widespread dermatitis 
among workers. Our experts on occupational 
diseases made studies of the causes and 
recommended the use of a protective film by 
the workers of this department. It was quickly 
dubbed “War Paint.” Today, not a single case 
of dermatitis exists and essential wartime 
production moves smoothly. 


This is one of the ways our Safety Engineer- 





ing cooperation serves Workmen’s Compen- 
sation policyholders. It moves quickly and 
capably to the source of trouble; seeking out 
the industrial accident and disease hazards 
and making recommendations for their elim- 
ination. This service, provided at no cost to 
our policyholders, serves employers two ways 
—in increased production efficiency and the 
prospects of even lower insurance costs 
through accident-reduction on their already 
economical, dividend paying protection. 


MICHIGAN MUTUAL LIABILITY COMPANY 


163 Madison Avenue 
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Detroit, Michigan 
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eater America’s future is our common cause, whether 
we're in uniform, in overalls, or, as in the case of Hardware 
Mutuals, combating industrial accidents for greater plant safety. 

Hardware Mutuals way of doing business, known as the policy 
back of the policy, is far more than a routine service. It makes your 
interests our first consideration. Applied to Workmen’s Com- 
pensation Insurance, it starts with a thorough study of individual 
needs. It culminates in a complete plant safety program, 
engineered to cover every conceivable hazard. It fosters employe 
confidence and good will by prompt personal settlement of claims. 

Sound efficient management has guided Hardware Mutuals 
to a position of outstanding strength and stability. In other types 


FEDERATED HARDWARE MUTUALS 


Hardware Dealers Mutual Fire laswrance Company, Home Office, Stevens Pomt, Wixomin 
Mutual Implement and Hardware Inmrance Company, Home Office, Owatonna, Minnesta 


HARDWARE MUTUAL CASUALTY COMPANY 


Heme Office, Steven: Point, Wisousin 


DO MORE FOR VICTORY 


of insurance, such as Automobile, Fire and allied lines, Burglary, 
Plate Glass, General Liability, etc., the policy back of the policy is 
equally diligent in keeping the interests of policyholders fore- 
most. Careful selection of risks has returned to policyholders a 
total of $82,000,000.00 in dividend savings to date. The current 
dividend saving on Workmen’s Compensation is 20%. Policies are 
non-assessable. Licensed in every state . . . full-time representatives 
and offices coast to coast. 

Check your Workmen’s Compensation requirements against 
the opportunities for improved service and reduced cost... then 
send for our free book, INDUSTRIAL SAFETY PROCEDURE 
—a concise, helpful index of latest plant safety measures. 


Hardware Mutuals 


Stevens Point, Wis. * Owatonna, Minn. 
Compensation, Automobile and other lines of 
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